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Carl Myers 


NEW MEANS OF CONTROL 
FOR CLERICAL, INDIRECT AND DIRECT LABOR 


Dr. Fred J. Knight 
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here's zothing those machines 


YES, MACHINES can be made to do 
almost everything. But even the 
largest and costliest mechanical 
marvels can’t replace experienced 
people who know your business, 


your customers, your policies. 


Increased volume in your ac- 
counting department needn't re- 
quire batteries of big machines and 
highly trained operators. Your own 
people, given the proper tools, can 
keep your records up-to-date and 


supply you with comprehensive 


This is the magic McBee Keysort card. 
With your present personnel, without costly in- 


reports ... regularly and on time. 

That is why many firms are turn- 
ing to simple, inexpensive, flexible 
McBee methods and machines 

McBee permits your present per- 
sonnel to do complex jobs quickly, 
easily and accurately. McBee 
makes capital of the human ele- 
ment, increases the value of the 
people now on your payroll 

With McBee Keysort, your staff 
can report to you daily, at less cost 


than any other method 


stallations, McBee Keysort provides you with 
accurate and useful management controls at 
less cost than any other system. When notched, 
the pre-coded holes along the edges make this 


card mechanically articulate. They make it easy 
to collect a wealth of data . . . classify it... file 
it... find it... use it... quickly and accurately. 


of ours wort do” 


1, What is selling and what is not. 

2. What is on hand, how Jong it’s 

been there. 

3. What must be bought or made. 
Leading executives in almost every 
kind of business are relying more 
and more on McBee to save time, 
money, work, worry. 

That’s why McBee sales have 
multiplied sixfold in a few years. 

Want more information? Ask 
the McBee man near you to drop 
in. Or write us. 


THE McBEE COMPANY 


Sole Manufacturer of Keysort—The Marginally Punched Card 
295 Madison Avenue, New York 17, N.Y. Offices in principal cities 
The McBee Company, Ltd., 11 Bermondsey Road, Toronto 13, Ont., Can. 
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@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for IAS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the [AS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 


IAS training. 











GEORGE P. ELLIS 
C.P.A. 


THOMAS W. LELAND 
B.A., M.A., C.P.A. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


LEE GALLOWAY 
B.Sc., Ph. D. 
STEPHEN GILMAN 
B.Sc., C.P.A, 


Stanley E. Beatty, C.P.A, 
Robert Dick, C.P.A. 

Roy E. Duvall, C.P.A. 
George P. Ellis, C.P.A. 


EXECUTIVE EDUCATIONAL COMMITTEE 


Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former Presi- 

dent, Ilinois Chamber of Commerce; Former President, American Society of Certified Public Accountants; Former 

President, Executives Club of Chicago. 

Head, Department of Business and Accounting, Texas A. and M. College; Past President, American Accounting 

Association; Former Educational Director, American Institute of Accountants; Past President, Texas Society of 

C.P.A.'s; Editor of “Contemporary Accounting. 

Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College of Engineering, 

Cornell University; Former President, American Society of Mechanical Engineers; author of ‘Cost Finding,’ 
Industrial Economics,” and other textbooks. 

Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Direc- 

tors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 

“Office Management” and other textbooks. 

Educational Director, International Accountants Society, Inc.: author of ‘ Accounting Concepts of Profit,” “ Anal- 

yzing Financial Statements, Principles of Accounting, What the Figures Mean,’ and numerous technical 

articles on accounting and allied subjects. 


FACULTY 


James W. Love, C.P.A 
Payl H. Moore, C.P_A 
Frank H. Murray, C.P.A 
Kenneth E. Ockley, C.P.A 


G. E. Taylor, C.P.A. 

J. G. Terry, C.P.A. 

Harry H. Westphain, C.P.A. 
Earl R. White, C.P.A. 


C. W. Emshoff, C.P.A 
Stephen Gilmon, C.P.A. 
Robert H. Gregory, C.P.A. 
C. E. Hoglund, C.P.A 





Additional information about this training will be sent to you in booklet form, on request 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOIS 
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Burroughs Microfilming @& 


Burroughs microfilming—the modern photo- required by the originals . . . permanently pro- 
graphic process for copying letters, invoices, tected against misfiling, extraction or alteration 
checks and other business documents —can ... able to be speedily located and projected to a 
reduce the cost of your “taping! cig operations clear, readable image of original size when 
to a fraction of what they are today. needed for quick reference, and, if desired, 
Documents are copied instantaneously and com- reproduced in a full size print. 

pletely ... without possibility of error... fora 
small fraction of a cent per item. 

They are stored in less than 1% of the space 


Complete microfilming equipment is offered by 
Burroughs. It provides recording speeds, bril- 
liance of images, and reduction ratios never 
before considered possible in high speed micro- 
filming. The equipment is manufactured by Bell 
& Howell, an acknowledged leader in the field 
of fine photographic equipment. 


Burroughs’ 60 years’ experience in office mecha- 
nization assures you of sound recommendations 
and a microfilming application exactly suited to 
your specific needs. Burroughs’ 24 conveniently 
located processing centers provide prompt 
developing service. And Burroughs’ nationwide 
service organization keeps your equipment 
always at peak efficiency. 


Your local Burroughs man can show you how 

Burroughs microfilming will ease the record- 
With this fast, efficient recorder, one girl can copy L . . = ae ys : 

> Ding > . -_ P 

the contents of an average 3-drawer file with kee ing operations in your business. Give him a 
complete fidelity in less than a day. These micro call today, or write — 
film records will require only one roll of film (4° x 
i" x 1"), and can be quickly located for review 


Burroughs Adding Machine Co., Detroit 32, Michigan 


wo IMPORTANT WANES IN MICROF iL Aay WHEREVER THERE’S BUSINESS THERE'S 
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AND 
with your fellow controllers 


and financial officers 


at the 


19% 
ANNUAL 
NATIONAL 
MEETING 


OF 
Controllers 


INSTITUTE 
OF AMERICA 


When ? 





SEPTEMBER 17-20, 1950 





Where? 





CHICAGO 


Edgewater Beach Hotel 








EXECUTIVE BONUS PLAN 


Editors, Tut 

Our company is considering the adop- 
tion of a bonus plan for its officers and 
executive staff. What information have 
you in your files on this subject ? 


B. F.C. 


which 

subject "Setting 
Value for Executive Com- 
March 1949; "Deferred 


79 


CONTROLLER: 


Articles in THE CONTROLLER 
pertain to the 
Standards of 
pensation,” p. 116 
Compensation of Executives,” p. 
1949; "Incentive Plans for Executives Need 
Reconsideration p. 37, January, 1947; 
Incentive Plans,” p. 102, Febru 
ary, 1947; “Profit Sharing and Pension 
Plans” (Book Review), October, 1947. 
The Editors 


include 


June 


“Executive 


USE FOR PRODUCTION BOARDS 
Editors, 


I read with a great deal of interest the 
letter from J. G. to you in the January, 
1950 issue of THE CONTROLLER regard- 
ing the disposal of second-hand production 
control equipment. It might be of interest 
to THE CONTROLLER’s readers to know 
how our company handled this situation. 


THE CONTROLLER: 


During the war we secured a number 
of production control boards. After the 
war business slacked off in our line as well 
as others and we were over-supplied; the 
idea was to work out a production control 
system without them. This proved quite 
a bit of a failure and we are now using the 
boards with a system I have set up which 
is more efficient than the one installed by 
an industrial management and engineering 
firm. 

It would be a pleasure to have your 
members and readers who are interested 
contact me and I may be able to enlighten 
them on how to use their boards to the 
greatest advantage with no additional cost 
involved. 

GeorGE J. Driver, Jr. 
7003 Kittyhawk Avenue 
Los Angeles, California 


QUESTIONS ON MiLLS BILL 


Editors, THE CONTROLLER: 

We are wondering if any of your 
readers have indicated whether the pro- 
posed Mills Bill would cause hardships 
to corporations from the standpoint of 


additional funds being needed to meet 


income tax obligations, as well as the 
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PENSIONS! 


More important than ever! 


For new plans or revision of old plans 
consult 


PENSION CORPORATION OF AMERICA 


20 PINE STREET. NEW YORK 5. N.Y. 


PENSIONS! 








need for accelerating the preparation of 
tax returns. In other words, would cor- 
porations have to borrow additional 
funds to meet their tax obligations and 
would there be enough time within the 
six months’ limitations to determine fi- 
nal liability? 

W.H.A. 


A recent survey among members of the 
Controllers Institute of America indicates 
that sixty per cent of those reporting fore- 
see no need to borrow additional funds to 
meet income tax obligations. Approximately 
one-third of the Institute's membership re- 
sponded in the poll. As to the change in 
time for determining final liability, approxi- 
mately seventy-five per cent of those re- 
sponding reported that they would be in 
a position to prepare tax returns and deter- 
mine final liability within the time allowed 
in the Mills Bill. 

The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page. 

The Editors 





RE: RETAINED PROFITS 
Editors, THE 


The March, 1950 issue of THE Con- 
TROLLER contains an interesting article 
by John A. Beckett discussing the need 
for interpreting, analyzing and _present- 
ing carned surplus in a more logical man- 
ner. (Pp. 107-110) His proposal for ex- 
plaining why we need to retain profits 
within the business by specifying the pur- 
poses for which they are retained, is all 
to the good, albeit somewhat difficult to 
do. However, I feel that he has not gone 
far enough. His final example presumes a 
hypothetical breakdown of retained profits 
as follows: 


CONTROLLER: 


A CORPORATION 
Retained Profits 
Appropriated to Compensate for 
Decline in Dollar Purchasing 
Power $ 
Appropriated for Future Expan- 
sion 
Appropriated for Accomplished 
Expansion 
Retained as a Provision for Fu- 
ture Adverse Contingencies 


XXXX 
XXXxX 
XXXX 

*®XXxx 


Total Retained Profits $xxxxxx 


* Representing a composite of: 
Appropriated for Contingencies 
Not appropriated 


Sxxxx 
$xxxx 


In my opinion the above table is sub- 
ject to the following two criticisms: 





(1) It would seem necessary to state in 
what form the retained profits appear 
on the asset side of the Balance 
Sheet. 

(a) In the case of the first item in 
the table, we might find this 
amount invested in inventories 
or receivables, or we might find 
that it is held in cash for the 
replacement of inventories at a 
higher dollar value. There are 
a number of other possibilities 
which might be difficult to de- 
termine, but which would be 
highly informative if presented. 

(b) The second item of profits ap- 
propriated for future expansion 
presumably would be in the 
form of cash or securities. 

(c) The third amount represents 
retained profits appropriated 
for accomplished expansion. 
Here again there are several 
possibilities—expansion might 
be in production capacity, in 
retail outlets, or simply in work- 
ing capital to permit a greater 
volume of business. The latter 
possibility should not be con- 
fused with (a) above, which is 
intended to cover the amount 
of additional working capital 
necessitated by decline in pur- 
chasing power without regard 
to increased volume of business. 
The final item listed would 
presumably be in the form of 
cash or securities held for fu- 
ture contingencies. 

(2) I do not like the use of the term 
“appropriated” unless, as it implies, 
the designated amount has actually 
been segregated in a fund. If in- 
vested in inventories or in plant 
(fixed assets) I think we should say 
just that. 

E. E. Rout 


The Detroit Edison Company 
Detroit, Michigan 


(d) 


* * 


The letter by Mr. Roll was submitted to 
Professor Beckett whose reply follows. 
The Editors 


* 


The comments by Mr. Roll require a 
two-fold answer. Since the second is the 
easier to handle, I should like to answer 
it first. 

Mr. Roll’s partiality to the restricted 
use of the term “appropriated” is one 
which no doubt springs from a sincere 
desire to refine its meaning in account- 
ing terminology. In its present use, how- 
ever, I feel that the term may be accepted 
with broader connotations by those who 
might wish to so describe elements of 
the surplus category of the balance sheet 


With respect to Mr. Roll’s first four 
basic comments, I think we must be 
careful to maintain a justification be- 
tween things and interpretations of 
things. The asset side is the former; the 
liability, the latter. It is possible to have 
one and not the other. The thesis of my 
article deals with the one side only and 
leaves the left side untouched. I sympa- 
thize with Mr. Roll’s desire to carry the 
analysis further than it is carried in the 
article. In fact, I think it is somewhat 
necessary to do that in respect to certain, 
if not all, asset categories. Such a sum- 
marization is necessary in order to deter- 
mine the amounts of surplus which must 
be appropriated for the several purposes 
mentioned, 

However, this measurement is indeed 
one which is of most use and meaning to 
the person who does it and to the group 
of top management whose special inter- 
ests and special knowledge of the cir- 
cumstances make it easier for them to 
understand the computations. The total 
of all asset categories of the balance sheet 
would seem to consist of a hierarchy of 
dollars of different sorts held for differ- 
ent purposes. A statement which brings 
out these complexities of measurement 
is not likely to help to clarify the finan 
cial picture for outsiders. 


It is desirable to avoid confusing the 
problems of funding with the problems 
of capital measurement. It would not be 
necessary for cash or securities to be 
held against the, in fact, early need for 
expansion of facilities. Neither is it nec- 
essary that expanded capacity be repre- 
sented entirely by increased amounts of 
money invested in physical facilities. All 
of the categories of assets may include 
increases or decreases whose justification 
may be found in any of the reasons 
which have been explored. 

In summary Mr. Roll’s objection to 
the dificulty of measuring the elements 
of surplus which are appropriated for 
various purposes is applicable even more 
to the further effort which he would pro- 
pose: that the elements of capital be 
measured in terms of reasons for their 
retention. While I sympathize with the 
need for making such measurement and 
in fact agree that it must be made by 
those who would make the type of anal- 
ysis which I recommend in the surplus 
category, the presentation to the public 
at large would not in my opinion help 
to clarify the financial condition of the 
corporation, 

JOHN A. BECKETT 
Massachusetts Institute 
of Technology 
Cambridge, Mass. 
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Annual 


Report 


/ AN annual report should be more than a financial 


statement. It can tell the story, clearly and graphi- 


cally, in words and in pictures, of your operations, It 


AND 


should create increased interest and support of stock- 


holders and employees. 


YOUR 


Our designers and printing craftsmen have the skill 


and experience to give your report that additional 


measure of effectiveness. 


STOCKHOLDERS 


Our 


Organization 


operating seven plants which 


span the continent, 1s not far from your home office 


Call or write today: 


Financial Printing Department 


The Cuneo Press, Inc. 


2242 Grove Street * Victory 2-2100 


Chicago 14, Illinois 











™ the editors to oa 


Continued use by its readers is good 
news to any publication. 


A “short life, but a merry one’’ is a phi- 
losophy with many advantages but it is nos 
for THE CONTROLLER. Our issues, for ex- 
ample, are kept aie kept... , sor 
future reference. 


The at erage life span of an 1sshe of THE 
CONTROLLER is 5 years, 8 months and 12 
days! 

Time is relative. To a young elephant 
68 months and 12 days might represent no 
more than a May morning. But a profes- 
sional publication feels quite patriarchal 
when it is kept around for such a long 
time. After all, this represents more than 
68 times the normal life span of a monthly 
publication! 


The young writer who was advised to be 
“typical rather than topical” (in other 
words, timeless) probably grew up to be 
one of our authors. Our articles, while 
timely, present fundamental principles 
and basic facts that are valuable to readers 
long after tomorrow has become yesterday. 


How do we know how long issues of 
THE CONTROLLER are kept? 


You were good enough to tell us . . . 
by answering one of our reader question- 
naires. 91.33% of those of you who re- 
sponded answered this particular question. 

51.04% of those who answered keep 
THE CONTROLLER from 1 to 7 years! Ap- 
proximately one-half of our respondents 
keep their issues 2 and 3 years. 


Candor compels us to admit that there 
were some black sheep—a scant 1.35% 
who don't file THE CONTROLLER! We an- 
ticipate hearing at some future date, that 
this minority is searching, in fine frenzy, 
for information that had appeared, months 
before in THE CONTROLLER. 


Serves ‘em right, too. 


Seriously, we are pleased to learn that 
you find THE CONTROLLER a worth-while, 
semi-permanent source of reference. We 
appreciate that so many of you took the 
trouble to write and tell us this. 


5 years...& months...and 12 days 


and atill 


GOING STRONG! 


& ¢2— 


LABOR HARMONIES 


Editors, THE CONTROLLER: 

The last sentence of your item ‘Play 
Ball’ in the May issue indicates that you 
would like to hear more on the score of 
harmony in labor-management relations. 

I recall the interesting article in your 
January issue on the excellent labor rela- 
tionships enjoyed by Lockheed Aircraft 
Corporation (“/2 Year No-Strike Labor 
Record,” P. 33, THE CONTROLLER for 
January 1950) 

Since that was based on a study by the 
National Planning Association, which in 
turn is one of several N.P.A. case studies, 
I felt it would be well to bring these to 
the attention of your readers although you 
undoubtedly know of the N.P.A. studies. 


THE CONTROLLER 


The seventh case study, recently re- 
leased, covers an analysis of the ‘‘causes 
of industrial peace under collective bar- 
gaining’ in the case of the Nashua 
Gummed and Coated Paper Company and 
seven A.F. of L. unions. (Price $1.00 
National Planning Association, 800 21st 
Street, N.W., Washington 6, D.C.) 

In addition to the Nashua and Lock- 
heed studies there were five previous 
studies covering the excellent labor-man- 
agement relations of the following com- 
panies: 

Crown Zellerbach Corporation, The 
Libbey-Owens-Ford Glass Company, The 
Dewey and Almy Chemical Company, 
Hickey-Freeman Company, and Sharon 
Steel € orporation 
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Undoubtedly many of your readers will 
be interested in these studies. ME 


Also of interest: the article in the May 
1950 issue of THE CONTROLLER (p. 212) 
titled "The Controller's Interest in Labor 
Negotiations” as well as the recently an- 
nounced study by Controllership Founda- 
tion on “The Controller's Role in Labor 
Negotiations.” (See THE CONTROLLER for 


February, 1950, p. 72. er 
ebruary P ) —The Editors 


FREE BOOKLET ON PENSIONS 


Editors, THE CONTROLLER: 

As noted on page 156 of THE Con- 
TROLLER for April 1950, kindly forward 
to the undersigned a copy of the booklet 
“Successful Pension Planning’ by Arthur 
J. Meuche. 

This service to one of your readers is 
greatly appreciated. 

A. E. HAFSTAD 
Controller 

J. A. Walsh & Co. 
Houston, Texas 


Up to going-to-press time our requests 
for Mr. Meuche's booklet totaled 26 and 
they came from all parts of the country 
with one from as far away as Paris, France! 
Copies are still available in case you did 
not get that letter off when you read about 
the offer in the April issue. 

The Editors 


“INSIDE” CONTROLLERS 


Editors, THE CONTROLLER: 

I was interested to note that in the 
March 13 issue of the New York Jour- 
nal of Commerce the column, “Corpo- 
rate Finance’’, by Shelly Pierce discussed 
the subject of whether executives should 
serve on a company’s board of directors 
and quoted from the interesting article 
in your February issue by Dr. Baker 
(‘Should Corporate Directors Be Man- 
agement Officials?” P. 70). 

Mr. Pierce also quoted from Jackson 
Martindell who, if I recall correctly, has 
appeared in THE CONTROLLER pages, 
in the past. Referring to Dr. Baker's ar- 
ticle, Mr. Pierce stated that it makes “an 
even stronger case against ‘inside’ 
boards.” 

I felt you and your readers would be 
interested, if this had not previously 
been brought to your attention. 


D.G. K. 


Eagle-eyed, elephant-memoried D. G. K. 
is correct! Mr. Martindell appeared in our 
pages in May, 1949 as author of “Evaluat- 
ing Management” and his publishers adver- 
used his new book “The Scientific Ap- 
praisal of Management” in March and May, 
1950. His article drew a total of 170 re- 
quests for further information. Dr. Baker's 
article, too, has attracted wide interest, as 
evidenced by clippings received in our edi- 


torial office. . 
ff —The Editors 





‘Letter Ferfeet [* 


With an IBM Electric Typewriter, your secretary will turn out the 
most beautiful and distinctive-looking work you’ve ever seen. Wher- 
ever your letters go, their fine appearance will reflect credit on you 
and on your company. 

Your secretary will type faster, yet actually use far less energy 
doing it. She’ll be able to devote more time to other important work, 

So many exclusive time-saving, money-saving features are yours 
with an IBM Electric Typewriter, you'll certainly want to investigate 
its advantages without delay. 


[ 1BM | Cledthic Typewtitou 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


The Executive* Model IBM Electric 
Typewriter produces work with the 
appearance of a printed page. Even 
right-hand margins. Choice of 5 
type styles. Saves type-setting costs. 

*Trade-mark 


IBM, Dept. CN 
590 Madison Avenue, New York 22, N. Y. 


sy I'd like to see a demonstration of 


the IBM Electric Typewriter. 


Please send brochure. 


Name (please print 








Builders of the Road to the Doghouse 


Why does business still hand its critics such wonderful 
opportunities? Many of the incidents and quotations used 
by political demagogues are not the result of considered 
policy decisions of responsible executives. They are accidents 
—the result of stupidity, carelessness or laziness somewhere 
down the line. 

But that doesn't make the responsible executive any less 
responsible. Every executive—including the controller— 
whose employes meet the public, in person or in writing, is 
responsible. We assume he doesn't want to take part in 
building the road to the doghouse—where the demagogues 
want to put business. 

How avoid the hazard? A combination of awareness and 
watchfulness ought to help. For example, a house in the in- 
vestment banking field recently issued a circular which 
would seriously mislead the average investor. Competitors 
deplored it privately as the sort of thing which could 
weaken the public's confidence in all of them—but felt that 
there was nothing they could do about it. Investigation indi- 
cated that the circular was the bright idea of someone down 
the line, and that its implications had not been considered 
by the heads of the concern—if they saw the draft at all. 
Yet they are responsible. 

Recently a friend of mine, after encountering numerous 
obstacles and several weeks’ delay in his attempt to collect a 
$10 damage claim from an insurance company, received his 
check within one day after he went over the head of the 
Claims Department. Top management /s responsible when 
small minds and peevish people in the lower echelons of 
business unnecessarily alienate customers. 

Neither of these concerns is a “business giant.’’ The 
‘200 largest’ have taken public service and public relations 
pretty much to heart. The danger zone seems to be in the 
medium brackets of business—large enough to maintain 
contact with a lot of people; but not yet fully conscious of 
the hazards. 

At this point many a reader will be tempted to say: 
Thank goodness those are a small minority. Most of bust- 
ness makes a pretty good showing.” 

It's a comforting thought, but dangerous. Elections in a 
two-party democracy depend not so much upon the stalwart 
voters of each party—large minorities on both sides—as 
upon the small minority of independent voters whose con- 
victions are based on what they've seen and heard. Not tied 
by party loyalties or family traditions, they shift. 
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Small minorities are important—both among business 
concerns and among voters. The few voters alienated by a 
few companies may swing the election for a Congressman 
who—mistakenly or intentionally---judges business on its 
small minority. A few such Congressmen may swing the 


= vote for a blindly punitive measure directed at all business 
: with long run damage to the living standard and free- 


dom of every American. 

We must remember that it is not enough for business to 
“live right’’ and serve the public. We must tell the story— 
well and repeatedly—if for no other reasons than to give 
more enterprises a chance to follow the example. Remem- 
ber that when we make mistakes the demagogues are almost 
sure to publicize them for us. 

Does your company know—from unbiased sources—how 
it is regarded by its customers, employes, and stockholders? 


Is Your Hiring Policy Fair to Veterans? 

As World War II recedes into the background, it is easy 
to forget that some of its aftereffects may deserve considera- 
tion in corporate policy today and in the coming years. 

One such aspect relates to the hiring of young men! Sup- 
pose it was your normal policy before the war to hire only 
men under 25 years of age for training in the controller's 
department-—-what should your policy be with respect to 
war veterans? 

If a veteran spent five years in the service, might it not 
be valid to give him the same consideration at 30 as a non- 
veteran at 25? Perhaps the simple formula would be to add 
the years of military service to the maximum hiring age. 

If we do not take this factor into account, we may be un- 
fair to the veterans who have been graduating in the past two 
or three years from their delayed college training. We may 
also be creating an artificial shortage in some of the age 
classes working their way up to executive responsibilities. 


More Public Service by Controllers 

The following item appeared in the Detroit News: 
“Controller Robert F. Steadman, of the state of Michigan, is calling 
on private industry for advice in operating his Department of 
Administration. An advisory committee will meet for the first time 
next Wednesday to appraise the department and give its views on 
how to improve the quality of technical work, such as accounting. 

‘The committee includes: George D. Bailey, Detroit accountant; 
W. R. Hummel, Muskegon Foundry company executive; L. G. 
duberlin, secretary of the Detroit Purchasing Agents Association; 
Peter Kromann, of Holland, shoe company controller; Kenneth 
C. Black, Lansing architect; George Schwarz, Wyandotte industrial- 

Lyman W. Oehring, Flint accountant.” 

The Detroit News didn’t give the Institute any credit but 
it is significant that four of the seven members of this panel 
are members of the Controllers Institute of America 
Messrs. Hummel, Kromann, Oehring and Schwarz. 

As in other instances recently cited, where members of 
the Institute assisted in the development of better controller- 
ship in Federal Government Departments and in various 
Municipal Governments, this seems like a worthy public 
service in its own right. Besides that—the taxpayers, includ- 
ing the companies represented in the Institute—can poten- 
tially be saved millions of dollars by this development. 


—W ALTER MITCHELL, JR. 
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Who Ulanager your finances ? 
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You know how important it is to have your finances managed by a competent man to 


assure an efficient, economical and reliable plan of operation. 


Likewise, you need the advice and counsel of trained and experienced insurance specialists to 


assure you of an efficient, economical and reliable insurance program. 


Rollins Burdick Hunter, with its 50-year background in fulfilling insurance needs for 
business, offers you (1) a complete survey of your insurable hazards, 

(2) a comprehensive study of your present insurance structure, and (3) a plan 

to assure you maximum protection at minimum cost. For further information, 


write to the nearest office. No obligation, of course. 


Rous Burpick Hunter Co. 
INSURANCE BROKERS and AVERAGE ADJUSTERS 


Principal Offices 


231 S. La Salle St. 116 John St. New World Life Bldg. 
Chicago 4 New York 7 Seattle 4 





Current Problems 
Facing General Management 


John 4. Gordon 


pa has numerous problems 
covering a wide scope. Many are 
created by economics, political conditions, 
labor productivity and sales potentialities. 
They range from the constant battle for 
fair treatment of business in the welter 
of current legislation on taxes, social 
security and other objectives of the so- 
called ‘‘fair deal” program to the numer- 
ous little personnel relations problems 
that originate in any organization employ- 
ing thousands of people. 

The solutions to our problems are not 
alike, but when, for easier solution, we 
attempt to reduce each one to basic funda- 
mentals and ask “What is the root of all 
our difficulties?” I firmly believe that the 
answer lies in the attitude and the senti- 
ments, making up the personal conviction 
of the individual, stimulated in most 
cases by something that he has heard, or 
read, or experienced. It is the summation 
of the thoughts of all the ig a we 
know: of Tom, of Al, of Harry, because 
each man assumes a different attitude with 
regard to any given situation. Tom feels 
that the Detroit Tigers are mismanaged ; 
Al is convinced that Michigan should 
schedule Notre Dame; Harty is positive 
that John L. Lewis rates the same fate as 
Benedict Arnold. Each one is sure that 
his position is the true position unless 
someone else tries to convince him that 
there is another side to the question. 


The Negative Attitude 

If we approach the current problems 
of business operation from the negative 
or defensive side, we face a formidable 
array of adverse attitudes that would 
appear to make their solutions almost 
impossible. For example—we have the 
monopoly attitude to combat, the feather- 
bedding attitude, the something-for-noth- 
ing attitude, the political expediency 
attitude, the class attitude, and so on ad 
infinitum. All of these differences in 
thinking between people in and cut of 
our plants create problems which are es- 
sentially opposed to smooth business 
operation. 


On the other hand there are many 
favorable attitudes or conditions which, 
if considered alone, could create in the 
minds of management a feeling of secu- 
rity and optimism that would not be 
justified, and could be dangerous. I refer 
to exceptional public acceptance of our 
product, high national income, tremen- 
dous technological advance, continuous 
improvements in the tactics, the policies 
and procedures for handling of human 
relationships, increased understanding 
and appreciation of the social responsi- 
bilities applicable to business and the in- 
herent characteristic of most Americans 
—to bend every effort to improve their 
own standard of living. 


The Positive Attitude 

At Cadillac, we prefer directing all of 
our Management effort in a manner cal- 
culated to strengthen the favorable atti- 
tudes which assist our operation, rather 
than gripe about the unfavorable factors. 
The core of the problem is to promote 
more constructive, more productive, more 
comers attitudes, not only in the peo- 
ple belonging to the various unions but 
also in our salaried workers, in our super- 
vision, in our sales and distribution or- 
ganization, in our customers and in the 
minds of the general public. 


The Value of Wage Incentives 

We believe in intelligent “selling” of 
people, away from the easy way, away 
from the non-competitive way. For in- 
stance, we believe in the value of work 
incentives for men in all classifications, 
including hourly rated workers. When 
plant unions were established in our busi- 
ness in 1937, the new contracts required 
the dropping of incentive systems of wage 
payment. All jobs were classified with 
spreads in rates which offered very little 
more for those who really merited higher 
pay rates. 

Previously, our division had used an 
incentive system for many years. It was 
known as the “Group Bonus’’ system and 
had worked Aico in our opinion, 
inasmuch as it was a real factor in operat- 
ing at good efficiency. It provided higher 
wages for the more productive groups 
and marked good producers as eligible 
candidates for promotion into the fore- 
man class. 

When the straight hourly rate displaced 
the incentive system, our productivity 
tended to level off for the years immedi- 
ately preceding our entrance into war 
work. Since the war we have had to de- 
vote serious attention to establishing 
work incentives of a different sort than 
pay-rates alone to bring them completely 
within the spirit of the Union contracts. 


JOHN F. GORDON, general manager of Cadillac Motor 
Car Division and vice president of General Motors Corpo- 
ration, was successively promoted from Cadillac experi- 
mental laboratory assistant to supervisor of engine design, 
transferred to Allison Division of General Motors in 1940 
as design project engineer, and then made assistant to the 
chief engineer. Returning to Cadillac in 1943 as chief 
engineer, he was appointed general manager in 1946. Mr. 
Gordon's paper based on his varied career was presented 


before the Detroit Control 
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Workmen's Contribution to Product 

In attempting to do this effectively, we 
realize that there are two types of work- 
men: First, those who find satisfaction 
in doing the same job with increasing 
skill; Second, those who seek promotion 
to higher paying classifications. We have 
encouraged an attitude of satisfaction in 
the job by the first class of workmen 
through provisions for the finest work- 
ing reams possible, such as good 
lighting, ventilation, locker room facili- 
ties, lavatories, cafeterias, hospital facili- 
ties, etc. We have been equally intense in 
our efforts to provide steady work with 
the best tools and equipment. Even more 
important, we have made every effort to 
give recognition to the workmen's con- 
tribution to the automobile, by repeated 
reference to the fact that each workman 
must contribute his share to the final 
product or it will be lacking in quality 
and value. 

The foreman-workman __ relationship 
has been placed on a direct personal 
basis, including weekly instruction of the 
foreman in personnel handling. We 
charge each foreman with the responsi- 
bility of treating each employe as an indi- 
vidual whose work is important in the 
building of a Cadillac car. 


Promotion from the Ranks 

The second type of hourly worker, the 
one who displays an energetic attitude, 
looking toward a better paying job plus a 
possible further move into management, 
is discovered and helped in sundry ways. 
He has an opportunity to apply for ad- 
vancement to a better paying occupation 


at any time but more particularly at those 
interviews during the year when his rat- 
ing sheet is discussed with the foreman 
of his department. He may apply for a 
job as utility man, job setter, or group 
leader, each of which entitles him to a 
higher rate and is a natural step leading 
to a foremanship. Almost 4 out of 5 or 
78% of all supervisory personnel in the 
Cadillac plant have come into Manage- 
ment from the hourly ranks, which 


proves the point that incentives do exist 
and that they are encouraged. 


Employe Participation 

To promote and improve attitudes 
among all employes, we have developed 
projects in which all Cadillac folks partic- 
ipate with enjoyment. Typical of the 
results achieved was an “Open House” 
held at the factory on a Saturday and 
Sunday last fall, in which the employes 
and their families were given freedom to 
inspect all the plant facilities and make 
an inspection tour through the General 
Motors “Train of Tomorrow’. During 
the two days we entertained almost three 
times as many people as our total em- 
ployment. 

We have inaugurated a “25 Year 
Club” to recognize long employment with 
the Division. Entrance in the Club is 
signalized by the presentation of watches 
and pins, at a big Cadillac family party 
held each year. Of course, we have a shop 
news magazine and a rack service for 
sundry free booklets on topics of interest 
to all employes. 

The problem of incentives for produc- 
tivity is always open for improvement; 
hence it is worthy of considerable atten- 
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tion on the part of Management. Many 
labor organizations have publicized their 
position indicating that Management and 
Labor are opponents on the productive 
team. We have consistently tried our best 
to alter this mistaken impression and our 
efforts have not lacked results. 


Direct and “Indirect” Labor Costs 

In respect to one of our problems con- 
cerning productivity, I would like to re- 
port some favorable results at Cadillac in 
the correction of excessive use of so- 
called “indirect labor’. We know that 
this condition has been general in much 
of American industry. About a year ago 
Mr. Evan Clague, Commissioner of La- 
bor Statistics, said in Dun’s Review: 


“Indirect labor costs are, at least 
in part, more susceptible to Manage- 
ment control than are direct labor 
costs, since many elements may be 
dispensed with at the discretion of 
Management. 

“It is apparent that many labor 
cost elements which were subject to 
adjustment remained at high levels 
in the first two post-war years. The 
conclusion is inescapable that in 
numerous instances Management was 
not forced to devote proper atten- 
tion to the reduction of indirect 
labor charges because demand re- 
mained high, regardless of price. It 
appears clear, that, as cost competi- 
tion becomes keener, it is especially 
in the area of indirect labor that we 
may expect substantial labor cost 
savings and real increases in over- 
all productivity”. 


Time Standards on Indirect’ W orkers 

As you know, it is the practice in most 
shops to set up detailed time standards 
on the “direct labor’ operations and then 
to follow up these controls on a sys- 
tematic basis. Very frequently, indirect 
labor is left to some general method of 
control in the belief that many of these 
operations such as material receiving, ma- 
terial handling, inspection and mainte- 
nance, are not repetitive in the normal 
sense and hence cannot be standardized. 
We have found that this is not a fact, 
with the result that we think we have 
gone further in the adoption of control 
standards for indirect labor than any 
other manufacturing concern of which 
we have knowledge. 

Over the past two years we have been 
setting time standards on all “Overhead” 
hourly workers. In another six months we 
expect to have everything on time stand- 
ards except emergency maintenance jobs. 
Some of our supervision assumed the at- 
titude that their operations could never 
be measured by any meaningful standards. 
It took some tactful demonstrations to 
convince them that a better method was 
available. Now they are really enthusias- 
tic about our non-productive standards 





because they have seen considerable prog- 
ress made and can vision more progress 
in the future. 

To cite one case, we have already 
achieved a reduction of almost 25% in 
material handling costs and look forward 
to further reductions as a result of con- 
tinuous critical analysis of job content in 
this and related lines of indirect labor. 


Developing Supervisory Attitude 

We have had some problems in de- 
veloping a proper Management attitude 
in the first line of supervision, our fore- 
men. It is essential that these men be able 
to assume Management status immedi- 
ately upon appointment because they rep- 
resent Management to the workers with 
whom they are in direct contact. The 
responsibility of hiring and dismissing 
workers, of quality production, of meet- 
ing schedules, is largely carried by these 
foremen. In most cases the attitudes need- 
ing correction involved a failure to as- 
sume necessary responsibilities of Man- 
agement, although there were other cases 
involving assumption of undue authority. 

We have met this problem in a straight- 
forwatd way, with a well-designed train- 
ing program for our supervisory per- 
sonnel, the usage of an up-to-date fore- 
man’s manual, and by periodic meetings 
of all the Management group, so that we 
use all of the facilities at our disposal to 
keep the supervisory group well ac- 
quainted with the Division’s program and 
policies. We find it is much easier to 
secure cooperation of a well-informed 
foreman who has been given complete 
information on company policies. 

We invite their questions relative to 
the operation of pt sat whether or 
not these questions bear any direct rela- 
tion to the individual's job. Our program 
is exemplified in what we call our “Open 
Door Policy’’, in the observance of which, 
any supervisor in the Division is welcome 
to appeal through the various levels of 
the organization management up to and 
including the General Manager of the 
Division, on any question involving in- 
fringement of his personal rights or obli- 
gations and without penalty or prejudice 
to himself as a result of such an appeal. 


The Sales and Distribution Attitude 
Attitudes, also, play an important role 
in the problems of sale and distribution 
of Cadillac cars in the field. Briefly stated, 
our product moves through some 200 
distributors and factory branches, each 
one of which has an assigned territory 
for development. These distributors sell 
about one-half of their cars at retail and 
about one-half to some 2,000 dealers 
whom they appoint with factory approval. 
These distributors and dealers are either 
exclusive merchants handling only the 
Cadillac line or dual dealers, handling 
generally not over one other make of car 


in a different price range, such as a Cadil- 
lac-Oldsmobile dual dealer. 

Their livelihood and future are very 
closely tied in with that of the factory in 
a manner not common to many other 
types of products. Nevertheless, they are 
independent merchants in their various 
localities. They are fine types of business 
men and deserve the trust and friendship 
that has prevailed, because they appreciate 
as much as we do the mutual interests in- 
volved. 

Until this year, their assigned territory 
was exclusive territory—any car sold 
into it by another dealer was subject to 
an assessment for territory infringement, 
with the result that each dealer has had a 
monopoly on sales in his territory. The 
word monopoly is used with no evil con- 
notation because of the fact that there are 
competitive cars on the show room floor 
next door. However, beginning with this 
year there is no exclusive territory and 
any retail outlet may sell anywhere in the 
United States. 

This has advantages for the customer 
who can thus select his dealer just as 
freely as he selects his product. It will 
benefit the most aggressive, progressive 
and service-minded dealer and it will also 
stimulate that dealer who has original 
advantages in location to do his competi- 
tive best to hold and promote the local 
trade. It removes an artificial control that 
has had a resemblance to a cartel in its 
limitations on free competition. 

We feel that a successful dealer should 
embrace open competition and that he 
should be in a position to offer the custo- 
mer more incentive than price alone, if 
he is to be entitled to that customer's sales 
and service business. 


Product Pricing 

The “price incentive factor” that I just 
mentioned also introduces major prob- 
lems into our business. The price the 
customer must pay is, of course, of great 
interest to both the dealer and the manu- 
facturer. It automatically introduces the 
difficulty of reconciling the dealer's de- 
sire for a long trading margin with the 
factory's desire that the total car price 
must be competitive to maintain the long 
term sales volume. So far as the whole- 
sale price is concerned, which is the 
amount that the factory charges the dis- 
tributor, our price is the best compromise 
we can make to secure a fair return over a 
period of years and still be competitive 
enough to achieve a growing percentage 
of the total new car business. To this 
wholesale price is added the distributor's 
discount for a suggested list price. 

His gross margin is fixed by the factory 
when prices are being established. Hence 
it is a factory responsibility requiring the 
utmost sense of fairness and knowledge 
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Readers interested in the many 
phases of management might well 
want to review the series of articles 
that appeared in THE CONTROLLER 
during 1949. For handy reference 
we list the issues in which they were 
published: 


Setting Standards of Valve for Executive 
Compensation—by Edward N. Hay 
page 116—March 1949 
. 
Evaluating Management by Jackson Mar- 
tindell 
page 222—May 1949 
* 

Deferred Compensation of Executives—by 
George R. Blodgett 
page 272—June 1949 

o 
Management Meets Its Public—by John S. 
Coleman 
page 365—August 1949 
o 
What Are We FOR?—by John L. McCaffrey 
page 413 September 1949 
e 
NOTE: Back copies of THE CONTROLLER 
(if still available) are 50c each. 


of the retail business. The margin must be 
adequate but not too high for customer 
acceptance. It is a vital matter because it 
can control to an extent the dealer's 
financial welfare and even his business 
survival in times of violent used car trad- 
ing 
In trying for a fair rate over a cycle of 
years—our prices at the factory level can 
probably be called “administered prices’, 
that is, they do not fluctuate daily with 
supply and demand as do commodity 
prices. The list price including the distrib- 
utor-dealer margin is extremely sensitive 
to supply and demand which is estab- 
lished by the ‘give and take’ on used 
car trading which eats up more or less of 
the dealer's gross profit. The suggested 
list prices are not collected in full by the 
dealer when an over-allowance is given 
on the used car traded in. 
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WILL SPEAK ON CORPORATE INCOME DISPOSITION AT ANNUAL MEETING 


©. PAUL DECKER 


HENRY B. ARTHUR 


C. R. DAUGHERTY 


“THE BALANCE OF INTERESTS IN THE DISPOSITION OF CORPORATE INCOME” 
will be analyzed at the 19th Annual National Meeting of the Controllers Institute 
of America to be held at the Edgewater Beach Hotel, Chicago, September 17-20. 


O. PAUL DECKER, Vice President of American National 
Bank and Trust Company of Chicago, will open the ses- 
sion with his discussion of “The Stockholder’s Interest.” 


HENRY B. ARTHUR, Economist, and Manager of the Com- 
mercial Research Department, Swift & Company will handle 
as his subject “The Price Level and the Customers’ Interest.” 
CARROLL R. DAUGHERTY, Chairman, Business Economics De- 
partment, Northwestern University, will round out the sym- 
posium with “Wages and Benefits—the Employes’ Interest.” 


DR. WILLARD J. GRAHAM 
Moderator 


DR. WILLARD J. GRAHAM, Professor of Accounting, the 
University of Chicago, will be moderator of the session. 


The problem is one of reconciling our 
attitude as manufacturers and the dealer’s 


attitude as a retailer to maintain both 
groups in a proper position with the 
mutual objectives of remaining competi- 
tive and remaining in business 


Maintaining Customer Favor 

A satisfactory attitude in the minds of 
our customers regarding our product per- 
formance is closely aligned with the qual- 
ity of service received from the distributor 
and dealer which, of course, is not con- 
trolled by us as manufacturers. 

The service attitude of many American 
businesses depreciated rather seriously 
over a period of years for good reasons. 

During the war years, goods were mov- 
ing in a seller's market, while in the post- 
war years the rush of delayed consumer 
buying and the rapid turnover of person- 
nel retarded the restoration of good 
service as an aid to sales. The business 
problem is the rebuilding or restoration 
of an improved service attitude as an aid 
to selling in a buyer's market 

We have been attempting to determine 
what our customers expect from a service 
standpoint because product service in the 
automobile business has always been an 
integral part of successful operation. We 
realized that we tacts on the 
customer's feeling toward our service. 


needed 
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Customer Questionnaires 

With this in mind we mailed to 50,000 
customers (more than half of the people 
buying 1949 Cadillacs) a sixteen-page 
booklet asking them how they rated our 
car, our dealer delivery service and our 
dealer shop service. We also requested 
specific suggestions for new features or 
improvements applicable to our business. 
In other words we ‘“‘stuck out our neck” 
and invited criticism to reach a position 
of improved customer relations. 

Considering the fact that most of these 
questionnaires went to very busy people, 
we were pleased to get a response of over 
33%, which indicates strong customer 
interest. In addition to the return of the 
booklets, we were gratified to receive 
hundreds of personal letters of praise and 
criticism for our actions. We received a 
pretty high rating but some of the replies 
were neither complimentary nor calcu- 
lated to raise our ego. Every comment, 
good or bad, was listed and sent by the 
factory to the representative dealer in the 
field. 

To every customer who listed a condi- 
tion that could be fixed we sent a reply 
telling what should be done, with copy 
to the dealer, while every factory eg 
tion was reported to the factory source 
involved and corrections instigated. The 
results have been very gratifying as 
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records now indicate that over 95% of 
the customers who were dissatisfied with 
previous treatment are now classed as 
“satisfied”, and will probably be main- 
tained as good customers in the future. 


Telling the Public Our Story 

Although the automobile business in 
general has always enjoyed a friendly 
public attitude, the conditions following 
the close of the war were not conducive 
to maintaining that position. I think you 
will recall numerous written articles and 
even congressional investigations which 
aimed at discrediting many factors of our 
business with charges of overt-pricing, 
over-loading with accessories, deliberate 
disregard of good will and numerous 
other comparable statements. Due to high 
news value many of the statements were 
misleading or based on rumors rather 
than facts. 

We have approached this problem by 
strengthening our department of public 
relations, which is ready and eager to give 
factual information to all those who are 
in a position to mold the public mind. 
We feel that it is essential for successful 
private industry to secure a favorable pub- 
lic attitude and understanding based on 
the facts. 

We are confident that we are carrying 
on business on a high level and in the pub- 
lic interest, but, we feel equally strongly 
that publicity along these lines is necessary 
if we are to meet the scoffing and the mis- 
leading statements of many of the social- 
istically minded people who so frequently 
go into the public prints to spread their 
propaganda. 

As I indicated earlier, our approach to 
the various problems presented here is 
that of stimulating people as groups and 
individuals to a more favorable and pro- 
ductive attitude. Most of the intelligent 
people in America have stated publicly 
that high productivity in this country is 
the major factor required to return eco- 
nomic stability to a troubled world. We 
believe that the attitude of groups of peo- 
ple can be a true reflection of the attitude 
of business management—whether these 
people be involved in engineering, produc- 
tion, sales, service or ownership of the 
product, but, management must show a 
high degree of understanding, fairness 
and honesty to be entitled to such recogni- 
tion. 

Our slogan for the Cadillac car has 
been publicized for many years as “THE 
STANDARD OF THE WORLD’’. Although this 
slogan was originated and has continued as 
a product description, we are making every 
effort in our sphere of influence to show 
that American business management is also 
the STANDARD OF THE WORLD” and is far 
superior to any form of socialized or 
government controlled management. 





NEW MEANS OF CONTROL 


for Clerical, Indirect and Direct Labor 


Dr. Fred J. Knight 


HE GATHERING of information puts 

any executive in position to exert in- 
fluence. But power of any kind must be 
intelligently directed if any good is to be 
gained. The successful man studies and 
interprets the information which falls 
into his hands. He then formulates sound 
plans and policies based on it, and passes 
these also along to his colleagues and 
superior officers, in clear and convincing 
form, ready for action. The manager or 
comptroller who does this will of cer- 
tainty come to hold an influential posi- 
tion with his top management. 

Many types of information have been 
commonly accumulated and utilized in 
this way. Examples are statistics of sales, 
costs, finance, etc. Many companies are 
now adding an important new kind of in- 
formation which provides a means of 
predetermining the proper allowances for 
clerical, indirect, and direct labor. Such 
predetermination permits close control of 
a large class of expenses which have 
hitherto proved most difficult to cope with. 

The modern approach to obtaining la- 
bor time standards relies on the law of 
averages. Data relating to how much time 
a certain sort of operation should require 
are gathered, studied to detect reasons for 

ssible variations, and tabulated. Relia- 
Pie standard time values for all common 
operations are eventually obtained and 
recorded in orderly indexed records. 

Then, when a job comes in to be cost 
estimated, added to production schedules, 
or put on incentive, the time standard 
governing it can be had at once from the 
records. No costly time study is needed 
for each new job and no delay is en- 
countered. The final time standard is 
ready to play its part in cost estimate, in 
production scheduling, and if desired, as 
the basis of wage payment starting with 
the first piece. 

This is possible regardless of the job 
because the basic standard time values 
which are recorded relate to elemental 
Operations rather than to complete jobs. 
Consider, for example, the factory opera- 
tion “drill hole”, which may occur on 
dozens of different jobs, in which the 
drill is the same size and all other condi- 


tions are, for all practical purposes, the 
same. It is unnecessary to take a new time 
study on each occasion when this opera- 
tion is encountered. Better to determine 
carefully the proper value of this element, 
and use this same value whenever the 
operation is met. 

When sufficient standard data are as- 
sembled, the time value for almost any 
job can be obtained quickly by assembly 
of the values for its individual elements 
These ‘‘elements” can vary from a tiny 
movement of a finger to a complete task 
such as “‘file 100 letters’’. Hence they can 
be employed with varying degrees of ex- 
actness to virtually any conceivable physi- 
cal task. Excepted are tasks which require 
original thinking, and on which progress 
may be erratic, such as some research and 
artistic work. “One man” jobs such as 
cashiering are often considered excep- 
tions, but in fact they are not, since there 
is no difficulty in determining whether 
one, two or more persons are required. 

The functioning of elemental time 
standards is analogous to that of words. 
We do not work out a special set of new 
words for each new sentence. Instead, 
thought is expressed by assembly of 


familiar old words, which might be called 
‘standard idea elements’. The 5,000 
words of the average person's vocabulary 
are sufficient for practical expression of 
an amazing variety of ideas. Similarly, a 
few thousand standard elements can satis- 
factorily define virtually any job or set of 
physical movements called for in a given 
shop. The corresponding standard time 
values can be added to obtain a time 
standard which is quite adequate for the 
practical needs of management. 


W hy Standard Data Are Best 

Synthetic standards are in several re- 
spects much superior to individual time 
studies, notably: 


1. Synthetic standards are consistent. 

2. They are timely. 

3. They can be readily applied to in- 
direct labor, clerical work, and other 
tasks which are not precisely repetitive. 

i. They are cheap. 


Consistency 
A great source of trouble with the 
older time study methods is inconsist- 


DR. FRED J. KNIGHT is a partner in charge of Manage- 
ment Consulting with Sessions Engineering Company, Chi- 
cago. He holds an engineering degree from the University 
of Nebraska and both M.B.A. and Ph.D. degrees from 
Northwestern University. He was formerly Assistant Profes- 
sor of Industrial Engineering at Amos Tuck School of Dart- 
mouth College and has taught, written and lectured on 
economics, finance and business administration. He served 
in the capacity of evaluation engineer with Common- 
wealth Edison Company before joining Sessions in 1944. 


THE CONTROLLER 


>. JUNE 1950 





255 





ency. ‘Loose’ rates are set on some jobs 
and “tight” rates are set on others. 
Since the time study man’s margin of 
efrors on an individual study is plus or 
minus about ten per cent, rather wide 
inconsistencies are unavoidable. In the 
long run the “‘tight’’ and “loose” jobs 
might be expected to average out with 
no injustice done. But in practice work- 
ers accept the loose rates and complain 
of the tight ones. In the end, tight rates 
are restudied and loosened until em- 
ployes are better pleased. This insidi- 
ous process gradually erodes the stand- 
ards and results in degeneration of an 
incentive plan. The writer has encoun- 
tered several situations in which work- 
ers are receiving generous bonuses but 
are producing no more than should be 
expected for straight day work pay. 
Standard data provide permanent 
safeguards against this danger. The ba- 
sic data, being based on averages of nu- 
merous time studies taken by several 
observers under various conditions, are 
more reliable than any single time study 
could be. Furthermore, since the same 
time value is employed on each occasion 
when a given work element is encoun- 
tered, similar jobs are sure to receive 
similar time allowances. Even though 
an occasional error is made in the ap- 
plication of a formula, it will affect the 
one job only. Looseness of rates does 
not tend to become cumulative as is the 
case with older time study methods. 


Timeliness 

When standard data are used, it is 
quite unnecessary in a great many cases 
even to view a given operation before 
calculating the time standard or piece 
rate which should apply to it. The per- 
son setting the rate can obtain, from 
specifications and route sheets, all sig- 
nificant factors such as size and weight 
of piece, kind of material, machine or 
tools to be employed, and area, length, 
or size of the required operation 

With this information, the proper 
time allowance or piece rate can be 
calculated by reference to tables or 
charts of standard time data. In prac- 
tice, this has proved to be simpler and 
more reliable than might be expected. 

The ability to calculate accurate rates 
in advance of running the job is of 
strategic value. It permits great accu- 
racy in estimating the labor to be re 
quired for production of a new prod- 
uct, and thus allows better cost esti- 
mates. This naturally provides a safer 
basis for prices and permits 
closer bidding on competitive jobs 

When set from standard data, time 
allowances on piece rates are ready for 
use when the operation begins its first 
Workers are happy because they 


setting 


run 
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can begin to earn bonuses without wait- 
ing for a time study man to make a 
study. The worker is happy also be- 
cause short and non-repetitive runs can 
be worked on incentive. Under older 
plans such work would usually be done 
on day work rates without any bonus. 


Applicable to Indirect Labor 

Time values set by older methods re- 
late to operations which are highly re- 
petitive in a virtually unchanging cycle 
of motions. Hence their usefulness has 
been limited to the mechanical work of 
the factory and especially where long 
runs are the rule. 

There remains nearly untouched an 
equally important field among office 
workers and indirect factory workers, 
whose days are occupied with tasks 
which are of uniform nature, but which 
are not precisely repetitive. Typing and 
filing letters, sweeping floors, checking 
invoices, and shipping pe are 
suggestive of thousands of such jobs. 

These jobs are commonly subject to 
relatively poor control because nobody 
knows very much about them. Such 
“overhead” expenses cannot safely be 
ignored, however, because they are be- 
coming larger as business becomes more 
complex, and in many cases have come 
to exceed the cost of direct labor. True 
costs and realistic prices of products 
cannot be set without accurate knowl- 
edge of what goes into them; and an 
overhead dollar is as real as a dollar 
of materials or direct labor. Some 
means of securing better understand- 
ing of indirect and clerical labor costs 
is therefore now badly needed by most 
managements. 


Standard Data Indexes 

The method of standard data is well 
fitted to this task because it avoids the 
risks of unreliability which are inherent 
in the small sample represented by a 
single time study. Instead, numerous 
individual studies are taken, and the 
standard is in effect based on an aver- 
age. When this average is based on a 
large enough sample, it can safely be 
applied to many situations in which the 
individual operations do not repeat an 
identical cycle. For example, a clerk 
filing papers, or checking invoices, may 
never repeat the identical cycle; yet a 
fair index of the average number of 
pieces which she can reasonably be ex- 
pected to file or check in an hour can 
be determined. 

The practical effectiveness of budgets 
for the control of indirect and clerical 
labor is in proportion to the accuracy 
and reliability of the data on which 
they are based. Standard data can be 
patiently worked out by trained men for 
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each department and kind of work sep- 
arately. Such data are certain to prove 
more reliable than the quick guesses 
which harried line officials so often 
make when under pressure to work on 
their budgets. Furthermore, the stand- 
ard data will be prepared by men who 
have no axe to grind, who will apply 
the standards uniformly to all depart- 
ments. Budgets made in this way can be 
objective measurements of good and 
bad departmental performances; not 
mere comparisons of the record of this 
year with that of last. 

Incentive plans for indirect workers 
are greatly strengthened when good 
standard data become available. Such 
data frequently make incentives feasi- 
ble in situations in which they were 
heretofore impractical. 

Executives and engineers have natu- 
rally concentrated first on the simpler 
problem of direct labor. But many man- 
agers are now badly in need of a prac- 
tical means of dealing with mounting 
overhead costs. Standard data applied 
with some sagacity is the most promis- 
ing method, and development along 
these lines can be confidently expected 
during the coming few years. 


Cheapness 

Gathering standard data and record- 
ing it in readily useable form require 
time and patience. But once such data 
are available, they can be used without 
limit, and are not expensive to maintain. 

Time standards or piece rates can be 
calculated from standard data in far 
less time than an individual time study 
of a new operation can be made. In the 
long run, standard data are thus likely to 
prove considerably cheaper than older 
methods of setting standards. 


Organization 

Because most of the standard time 
data which have so far been gathered re- 
late to direct labor in the factory, the 
men who are responsible for it com- 
monly report to the factory manager, 
or vice president in charge of manufac- 
turing. When, however, the use of 
standards is extended to embrace office 
and indirect work, it may go beyond 
the province of operating officials. In 
this case, the man in charge of the 
standards might logically report to the 
controller, because the use of standards 
is closely akin to budgeting (is, in fact, 
a form of budgeting). 

The manager or controller who is to 
have jurisdiction over standards must 
be an individual of broad background, 
interests, and abilities; for the new 
technique is a powerful tool which is 
applicable to virtually every phase of 
a business. In the right hands it can 
provide the means for far better control 
over payroll than most companies have 
thus far been able to achieve. 
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because copying is eliminated!) You 
post immediately to the employee wage 
Statement; one ledger sheet serves an 
employee a full year. The figures 
needed for any report are readily avail 
able from this record. 

Think what the elimination of 
unnecessary records will save you in 
(nd, 
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Internal Control Functions 
of the Controller 


Carl Myers 


HE PROBLEMS of internal control are 
b Gpeatls finally answered. Even though a 
satisfactory system has been adopted, 
the controller must be constantly on 
guard with respect to changes within 
the organization which may render such 
previously established controls ineffec- 
tive. Furthermore, the controller must 
be alert to changes in requirements for 
additional or better controls and recep- 
tive to improved devices for control at 
his command. Only in this way may the 
controller keep his place in the rapidly 
expanding industrial and economic field 
and fully endow the processes of inter- 
nal control with their potential values. 

At a time when business was con- 
ducted through smaller organizations 
and management's contact with detail 
and with personnel was immediate, not 
much was required in the way of inter- 
nal control. Very frequently, not much 
was possible. But, with the growth of 
organizations to the size, complexity and 
geographical extent of those that exist 
today the situation is quite different. 
Systems of records and reports now must 
carry to management information once 
gained by direct contact 


Definition of Control 

The word “control” has been used in 
so many ways that before proceeding 
further it may not be amiss to state its 
purposes within the concept of this pa- 
per. 

I consider that the first purpose of in- 
ternal control is to insure that the policies 
prescribed by management are effectively 
carried out and results measured and com- 
pared with predetermined standards. You 
may disagtee as to the order in which 
these purposes are stated, but I think that 
the second should be to insure the relia- 
bility of financial reports, prepared for 
either internal or public information. The 
purpose that is very frequently thought of 
first I would put at the end—that is the 
safe-guarding of assets and the detection 
of fraud on the part of personnel. 


Management's Role 

In whichever order you rank these 
purposes, I am sure you will agree that 
management constitutes the most diffi- 
cult hurdle and the greatest opportunity. 
The principal officers of a company, 
competent as they usually are in other 
matters affecting their business, very fre- 


CARL MYERS, treasurer of Tennessee Gas Transmission 
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quently fail to realize the extent to which 
they may utilize the principles and me- 
chanics of internal control in accom- 
plishing their designs. All too fre- 
quently, to paraphrase Kipling, they as- 
sume that “operations are operations 
and accounting is accounting and never 
the twain shall meet.” 

We all realize that each operation to 
be performed—and here we are consid- 
ering broadly all of the operations of a 
company—requires its specific delega- 
tion to an officer or employe. Normally, 
there is very little question regarding 
the acceptance of this as a general prin- 
ciple, because, if it is not observed, such 
processes as manufacturing or distribut- 
ing break down. The point where it is 
not so clearly recognized is in the report- 
ing or accounting for the physical op- 
erations. Here too, systems of accounts 
or reports should be prescribed and a 
particular officer or employe made re- 
sponsible for them and for each of their 
various aspects. The controller should 
work closely with management to the 
end that management defines the prob- 
lem or the results sought and makes a 
specific assignment of the responsibili- 
ties leading to the attainment of those 
results. 


Fixed Employe Responsibility 

In this connection, I am reminded of 
a visit I once had from a manager of a 
neighboring utility who came to talk to 
me about difficulties he was experiencing 
in field inventory control. He said, “I 
understand that you have a good system 
for controlling field inventories and ob- 
taining proper reports of the use of ma- 
terial, and I wonder if I could have a 
set of your forms to copy.” I was very 
happy to comply with his request con- 
cerning the forms, but in the course of 
our conversation I said, “Just who in 
your field crews is responsible for the 
reporting ?”” That really set him back on 
his heels! 

The fact was that this responsibility 
had not been definitely assigned to any- 
one, and that was the crux of his trouble. 





Effective control depends upon the 
fixing of responsibilities, and no control 
can really be effective beyond the extent 
to which specific employes are charged 
with definite responsibilities and are so 
informed. 


Systems of Accounts 

Every system of accounting control is 
based upon a chart of accounts,—a mat- 
ter which requires an intimate knowl- 
edge of the company’s operations and 
much exploration and interchange of 
ideas with the operating men responsi- 
ble for results before anything approach- 
ing a satisfactory classification of ac- 
counts can be produced. Many of you 
have no doubt seen the unpalatable re- 
sults of an accounting classification bor- 
rowed from some similar organization, 
which was burdened down with a super- 
fluity of useless accounts, or which, for 
some other reason, failed miserably to 
meet the operating management's re- 
quirements es essential information. 

In such cases management cannot get 
what it wants from the controller's fig- 
ures. What does it do? It proceeds to set 
up some sort of a disjointed duplicate 
system to bridge the difficulty. Then the 
accounting department is quite properly 
damned for its red tape and for its failure 
to produce useful results. 


Manual of Procedures 

Hand-in-hand with any chart of ac- 
counts should be developed a manual of 
procedures. This is essential as a guide 
in preparing and routing forms and as a 
basis for the subsequent checking of 
performance. It is indeed unfair to criti- 
cize an employe for failure to perform 
an operation unless he has first been 
thoroughly advised concerning it. 


Procedural Flow Charts 

There is an ancient Chinese adage 
which says, “One picture is worth a 
thousand words.” Of course, you may 
reply, “That's all very well, but it takes 
words to say so.” Quips aside, there is 
no better way of imparting much of the 
kind of information that is contained 
in standard operating procedures than 
by the use of procedural flow charts. 

The complexities of form preparation, 
distribution, use, and filing can usually 
be illustrated by a relatively simple dia- 
gram. Where this is expressed on a sheet 
that also carries the organization chart 
and is properly keyed to it, it shows 
not only the flow of paper work, but 
of product as well, and also expresses 
the interrelationship and responsibili- 
ties of the departments affected. 


Personnel Recruiting and Training 

Up to this point I have discussed in- 
ternal control as though it were largely 
a mechanical thing. It is not. No sys- 
tem, regardless of how perfectly de- 
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signed, can function without adequate 
personnel. By adequate personnel | 
mean adequate in numbers and individ- 
ually adequate in capacity and training 
to discharge the assigned responsibili- 
ties. 

My judgment is that the matter of re- 
cruiting employes is a job for a special- 
ist. While it is true that you cannot by 
any known procedure appraise all of an 
applicant’s qualifications, it is just as 
true that one skilled in interviewing 
and testing techniques may accomplish 
much in the evaluation of prospective 
employes. He can in this manner elimi- 
nate at the outset many who ultimately 
would prove unsatisfactory. 

And, assuming that we have obtained 
an employe with a proper background 
of education and experience and that he 
is possessed of the right attitudes and 
an agreeable personality, is the person- 
nel job finished? Definitely not! Nor- 
mally, a great deal yet remains to be 
done in the way of training follow-up 
if the employe is to measure up to his 
ultimate potential of responsibilities. 


Internal Audits 

Much has been said as to the function 
of internal auditors in the scheme of 
control. For organizations of every size 
some measure of internal audit is essen- 
tial. Here also, purposes must be de- 
fined and procedures to accomplish 
such purposes thought through to a 
conclusion. The emphasis of internal 
auditing should follow the order of im- 
portance adopted for internal control; 
that is to say, checking compliance with 
management's policies should come 
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first, the reliability of financial reports 
next, and finally the detection of fraud. 

In those procedures which are adopted 
for the detection of fraud, extreme care 
must be taken to see that they really 
accomplish their purpose. It is much 
better not to audit a particular opera- 
tion for the purpose of disclosing em- 
bezzlement than to audit it in such a 
way that the existence of fraud may 
not be detected and a thief be exoner- 
ated by the very procedure that was pre- 
scribed to apprehend him. 

Many of you may have read of the 
case of Ralph Marshall Wilby, humor- 
ously dubbed “Wily Wilby,” who un- 
der various names embezzled hundreds 
of thousands of dollars from a_ half 
dozen or more of his employers. 

There were, in organizations of the 
size Wilby worked for, systems of in- 
ternal control which were intended to 
prevent that very thing. Independent 
audits also were made but, because of 
Wilby’s knowledge of the internal 
workings of the organizations and the 
methods he employed, they likewise 
failed to disclose existing shortages. 

The conclusion to be drawn from this 
case is that a clever crook in a responsi- 
ble pone having a mind to i so, 
can learn the weak spots in a system of 
internal control, or even create them, 
and thereby be able to extract large 
sums of money before detection is fi- 
nally made. 

In prescribing systems of internal 
control and internal audit, we seldom 
approach them with the thoroughness 
and cunning of the skilful embezzler. 

(Continued on Page 284) 
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A REPORT ON THE CONTROLLERSHIP FOUNDATION’S NEWEST STUDY 


Setting Salaries in the Controller's Department 


Walter Mitchell, fr. 


TEP-BY-STEP assistance in establishing 
S and administrating salary schedules for 
their subordinates is the latest service 
rendered controllers by Controllership 
Foundation, Inc.—this time in the form 
of a manual entitled “Setting Salaries in 
the Controller's Department.” This is 
a sequel to the organization's earlier 
report on “Evaluating Managerial and 
Supervisory Jobs in the Controller's 
Department.” 

This new study is based on an analy- 
sis of the practices of the 22 companies 
whose job description and evaluation 
methods were described in the previous 
report, plus salary data gathered in a 
survey of more than 500 firms of every 
size, type and geographic location, The 
report presents a practical formula 
which any controller can follow in de- 
vising or perfecting a salary set-up for 
his department. 

The advantages and objectives of 
good salary administration, the report 
makes clear, are both immediate and 
long-term. In the first instance, the pay 
of clerical employes has gone up stead- 
ily since the war, while executive sala- 
ries have been held down as a result of 
pressure from stockholders, owners and 


the public. As a result, middle manage- 
ment is caught in a “squeeze” from 
which it must be extricated if morale 
and efficiency are not to deteriorate. 
Equally important, from a long-range 
viewpoint, is the help which sound sal- 
ary administration gives in attracting 
and retaining the right caliber of per- 
sonnel desired for each job. In addi- 
tion, promotion and transfers are facil- 
itated, and grievance-building inequi- 
ties are minimized or eliminated. 

The “right” salary for a particular 
job, this study shows, is one which com- 
bines incentive value with the proper 
relationship to salaries for other jobs 
in the controller's department. Each sal- 
ary must have a “range’’—a set maxi- 
mum and minimum—and each must fit 
into a logical, upward-moving hier- 
archy of jobs. The whole structure or 
schedule must resemble a ladder, more 
or less, with pre-determined distance 
between rungs. Furthermore, the total 
plan must be in keeping with salaries 
for similar or comparable jobs in other 
companies of the same size, in the same 
area, 

The Foundation study begins with a 
description of various types of salary 
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. a sequel to “Evaluating 
Managerial and Supervisory 
Jobs in the Controller's Department” 


structure used by the participating com- 
panies, paying particular attention to 
the differentials between salary grades. 
There are two basic types, the report 
indicates: one is based on grades and 
the other represents a modified form in 
which salary grades are eliminated and 
an individual salary range is set forth 
for every job value. Both types are es- 
sentially similar, the second being a 
modification of the first, and the prin- 
ciples of salary administration set forth 
in the manual apply almost  inter- 
changeably to both. 

One of the first steps to be taken 
when installing or overhauling the sal- 
ary set-up is that of formulating the 
over-all salary structure. The report 
tells how to set up the basic pattern 
desired; how to compare this desired 
pattern with salaries paid within the 
company and elsewhere, and how to es- 
tablish the final structure by reconcil- 
ing the first two steps. It discusses the 
use of job evaluations, organization 
charts and transfer and promotion prac- 
tices in setting grades, and cites the ex- 
perience of representative companies 
in establishing grades. 

Once the grades are established, this 
study shows, the next step is to deter- 
mine the most desirable salary differen- 
tials between adjacent grades. Salary 
differentials between grades are usually 
measured by determining the difference 
between the minimum salary of one 
grade and the minimum salary of the 
next highest grade. Considerable evi- 
dence is presented to show the impor- 
tance of these differentials in terms of 
employe acceptance and incentive. As 
one controller comments, ‘The rate at 
which salaries increase in progressing 
from lower-valued to higher-valued 
jobs is a vital factor in deciding the 
kind of personnel who will be attracted 
to a company and interested in remain- 
ing there. If the rate of progression is 
too great, there will tend to be intense 
competition, much of it of an undesir- 
able kind, for promotion and advance- 
ment. Also, salary costs will probably 
be excessive. 

“If the rate is too slow, there will be 
little incentive to advance, and the com- 
pany will end up with a management 
organization that is largely comprised 





of elderly, satisfied and third-class 
people. 

“However, if the rate is approxi- 
mately right, alert, energetic and imag- 
inative executives will be attracted to 
the company. They will have offered to 
them sufficient incentive to seek ad- 
vancement, and the company will re- 
ceive full value from the money it 
spends on salaries.” 

Salary ranges—the spread between 
the minimum and the maximum for a 
particular grade or job—are just as im- 
portant as salary differentials in their 
practical effect upon incumbents. In the 
words of the authors, “It is reported 
that salary ranges, like salary differen- 
tials, can be a significant element in de- 
termining the caliber of employes at- 
tracted to a company. When ranges are 
very wide, there results a tendency to 
encourage people to remain on the 
same job and to obtain advancement in 
pay by means of long service. Con- 
versely, when ranges are too narrow, 
there results a tendency to encourage 
employes to seek rapid advancement 
and to leave the company when it is not 
forthcoming.” 

According to the survey, a strong 
tendency exists to increase the percent- 
age range with increased job values, i.e. 
the higher the job, the greater the 
spread between starting salary and the 
maximum obtainable for efficient per- 
formance. Cases are cited which show 
a progression from a 20% range for 
the lowest salaried job to 40% and 
50% at the top, although some com- 
panies report a fixed range for all jobs. 

Summarizing the findings, the report 
declares, “A controller would be fol- 
lowing widely prevailing practice by 
setting maximum salaries 30% above 
the minimum for the lowest salary 
grades or jobs, and by increasing this 
up to a figure of not over 50% for the 
highest grades.” 

Once the tentative salary structure 
has been established, the next step in- 
volves comparing the basic pattern with 
prevailing salary levels within the com- 
pany and in other concerns. A chapter 
of the report is devoted to methods of 
comparison, telling how to use graphs, 
scatter diagrams, freehand and “least 
squares” methods and other devices. It 
also relates the steps to be followed in 
conducting a salary survey to determine 
the level prevailing in other compa- 
nies. A comparison with twenty or 
more companies is recommended, in or- 
der to obtain a reasonably large data 
sample for each of the jobs. 

“After completing the comparison of 
salary levels within the company with 
those of other organizations,” the re- 
port continues, “a controller is in a po- 
sition to determine the specific policy 
with respect to salary levels that he 


wishes to follow. That is, based upon 
his knowledge of marketing conditions, 
he can then decide whether he wishes 
to pay salaries at the market rate, or 
whether he wishes to pay salaries some- 
what higher or lower than this rate. 
“Presumably, this decision should be 
based upon the caliber of personnel 
that the particular controller wishes to 
attract and retain. In most cases, if he 
pays at a level below that prevailing 
in the market, he can expect less com- 
petent personnel and a higher turnover 


@ Copies of the following studies 
are available from Controllership 
Foundation, Inc., 1 East 42 St.,N.Y.C. 
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than if he pays salaries above the pre- 
vailing level. On the other hand, if he 
pays salaries above the prevailing level, 
he should expect to attract the most de 
sirable employes in the community. 

“Obviously, however, there is no cut- 
and-dried rule to determine the salary 
level that a company should attempt to 
establish. It depends upon such matters 
as the nature of the business, as well 
as the characteristics of the community 
or industry in which the business is lo 
cated.” 

Having decided the question of sal 
ary policy, the controller using this new 
Foundation manual is in a position to 
capitalize the extensive and detailed in 
formation it presents regarding salaries 
and salary ranges for 22 separate mana- 
gerial and supervisory jobs in the con- 
troller's department. These are the 22 
job-titles covered in the preceding vol- 
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ume of the series, “Evaluating Man- 
agerial and Supervisory Jobs in the 
Controller's Department.” Four com- 
prehensive tables give the prevailing 
monthly salary ranges for such jobs in 
companies with annual sales volume of 
$1 million to $5 million; $6 million to 
$20 million; $21 million to $100 mil- 
lion, and $101 million to $500 million. 
Each table gives the salary ranges by 
location of company, comparing sala- 
ries paid in large midwestern and large 
West Coast cities with those paid in 
metropolitan New York. 

In theory, job values should not de- 
pend upon the size of the companies, 
but should be based on job content 
only. Practice, however, does not bear 
this out. A comparison of the three 
geographical breakdowns presented in 
these tables reveals that the highest sal- 
aries for all job values are paid in met- 
ropolitan New York, including north- 
ern New Jersey. Salaries paid in the 
other two areas are comparable, except 
in the lower valued jobs. For these jobs, 
West Coast salaries are about equal to 
those of metropolitan New York. How- 
ever, regional differences disappear for 
jobs with prevailing minimum salaries 
of about $12,000 and higher. 

According to this survey, size of 
company is often a more significant 
guide in determining salary payments 
than is geographic location. As the au- 
thor states, “Initially in this study it 
appeared reasonable to expect signifi- 
cant variations by industries in the sal- 
aries paid for managerial and supervi- 
sory jobs in the controller's department. 
Accordingly, a large number of indus- 
try analyses were made to determine 
the magnitude of these variations. 
Thus, salary data for such industries 
as steel, steel fabrication, drugs, food, 
aviation, oil, publishing, beverage and 
paper making were classified and com- 
pared. 

“However, after extensive review it 
appeared that size of company and geo- 
graphic location were the most predom- 
inant influences. For example, salaries 
paid by food firms in New York City 
were about the same as those paid by 
New York City companies of similar 
size in drugs, aviation, oil and steel. 
Similarly, these salaries of food firms 
in New York differed from those paid 
by food firms of comparable size in the 
midwest by about the same amount as 
midwestern salaries in general differed 
from New York City. . . . While the 
conclusion appears valid with respect 
to the data used, it is likely that signifi- 
cant industry differentials do obtain in 
some industries and in some communt- 
ties other than are encompassed in this 
study , 
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Such director-trustees might be assigned the interests of 
either customers, vendors or employes, Mr. Ruml sug- 
gested, adding that corporations could choose one director, 
a management nominee, elected by the stockholders, but 
representing the special interests of another group. “In this 


& way,’ he said, “three of the four parties at interest will have 


A New Field Reports 


The first Annual Report of an advertising agency that 
we can ever recall seeing reached our desk recently. The 
issuer: James Thomas Chirurg Company, which handles a 
dozen or more nationally known accounts. In addition to 
the material usually found in any annual report, the agency 
included a series of departmental reports which provide an 
interesting tour behind the scenes in the world of adver- 
tising. 


Touche! 

T. Coleman Andrews, who headed the Hoover Commis- 
sion Task Force on Federal Accounting, recently delivered 
a slashing attack on current federal accounting methods. 

“Though the federal government imposes precise re- 
quirements on how the taxpayer should keep his books,” 
Mr. Andrews was quoted as saying, “‘it has not itself had 
an accounting system worthy of the name. 

“There is no central accounting department and no of- 
ficer solely responsible for seeing that regular, understand- 
able reports are submitted to the people, Congress or the 
President on how the taxpayers’ money is being used. 

"Only a few years ago the Treasury announced a sur- 
plus when actually a deficit existed which was several times 
the reported surplus. 

“If the average business firm kept no more appropriate 
and informative books than the government,” said Mr. 
Andrews, “it would be bankrupt for lack of financial data 
which management needs to do its job successfully.” 

Pointed, indeed! Could the initial T. in Mr. Andrews’ 
name represent Touché? 


Director-Trustee System Advocated 

Because the public interest is increasingly involved in 
the management of private enterprise, Beardsley Rum ad- 
vocates that corporations should elect director-trustees to 
their boards who would represent interests other than that 
of the stockholders. 

Reasons of efficiency, prudence and justice require a 
change in the concept of the board of directors, in the opin- 
ion of Mr. Ruml, who sees present boards as “‘vestigal re- 
mains of a time when investors paid attention to their busi- 
ness.” (For another view of the broad subject of corporate 
directorships, see “Should Corporate Directors Be Manage- 
ment Officials?”—-THE CONTROLLER—February, 1950.) 
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someone designated to speak for them, and presumably, 
the stockholders, the fourth party, will be the concern of the 
remaining directors.” 

Mr. RumI rejected the suggestions that each of the groups 
be represented by directors of their own choosing and that 
there should be a public director appointed by a public 
agency. In the former situation, the electoral procedure 
would be too unwieldly, he asserted, and in the latter the 
“public’’ concerned would be too broad a classification for 
meaningful representation. 


More Jobs for Older Workers 
As Span of Life Lengthens 


Because the span of life is lengthening, employers should 
consider opportunities for finding more jobs for “older” 
workers. They should take another look, in the opinion of 
John M. Convery of the N.A.M. Industrial Relations staff, 
at their employment policies and aim to find job op portuni- 
ties for workers who are willing and able to work. 

Pointing to the need for having industry also hire physi- 
cally handicapped men and women, Mr. Convery said that 
“the ability to do a job without regard to age or physical 
handicaps is becoming more and more the employment 
requisite of industry and business.” 

Industry has gone a long way toward exploding the social 
myth that the older worker and the physically handicapped 
do not fit into industry, he declared, but there is still much 
more work to be done. 


Purchasing Agent's Role ls Growing 

According to a recent study by the National Association 
of Purchasing Agents, the purchasing head of corporations 
in 2% of the reporting companies reports to the Controller 
and in 9% to the Treasurer. 

In an earlier study by the Wharton School of Finance 
and Commerce, covering 25 purchasing departments in the 
Philadelphia area, purchasing $1 million or more per year, 
the following information was developed: 


Of the 25 companies interviewed, the purchasing agents 
report as follows: 
9 to president 
5 to the president (the purchasing agent is here also 
vice pre sident in charge of purchases ) 
to executive vice presidents 
to executive committee 
to the treasurer 
to the vice president in charge of purchasing and 
stoves 
to the plant superintendent (a branch office) 
to the vice president of production. 





A growing tendency on the part of industry is reported 
by which the purchasing agent is developing the same rel- 
ative standing in the top management picture as the finan- 
cial officer and the sales and production managers, who 
_ with the other officers form the management team. 


Sharpening the Focus.... . 

The national committee of the Federation of Women 
Shareholders in American Business calls for a stockholder’s 
“pill of rights’ of nineteen points, including “accessible 
annual meeting places which encourage stockholder attend- 

Other points were readable annual reports 
and inclusion of outside directors to represent public inter- 
est. The group advocated regional stockholder meetings 
and post-meeting reports with an impartial account of pro- 
ceedings for those who cannot attend The gather- 
ing (attended by about fifty members) also voted for cu- 
mulative voting, now mandatory in nineteen states, and for 
election of auditors by stockholders. The “bill of rights” 
called for ceilings on contributory pensions and reasonable 
dividend protection before allotment of large bonuses or 
huge welfare grants. 


In 1949 our tax bill—federal, state and local—totaled 
$58 billion or about 26 per cent of the national income. 
That is worth pondering carefully since a well known Brit- 
ish and Australian economist, Colin Clark, has pointed out 
after an analysis of tax burdens in many countries over the 
years that “the critical limit of taxation is about 25 per cent 
of the national income, or possibly rather less.” 

After that limit is reached, Mr. Clark noted, governments 
follow the path of devaluation, deficit spending and infla- 

All of which leads one observer to declare 
that “st is hard to realize these days that this country was 
founded partially to avoid taxation.” 


New Jersey corporations are now permitted to hold their 
annual stockholders’ meetings anywhere in the state instead 
of only in the city or town where the corporation maintains 
its principal office according to a new law 
can cause some smiles and frowns—smiles from executives 
and stockholders who may find meetings being shifted 
from central Jersey points, such as Flemington, in which 
many corporations are headquartered (principally for tax 
reasons), to points on the New Jersey shore which are more 
convenient, for example, to Manhattan The frowns 
may come from women’s organizations such as churches 
and the Grange in the small communities where corpora- 
tions have maintained an office. For a number of years such 
groups have supported a part of their year's activities by 
catering to stockholders’ luncheons. 


Potential tangible savings of $243,000 in annual salaries, 
inventory reduction of nearly $700,000 and the release of 
more than 133,000 square feet of storage area—these are 
findings of the General Services Administration in its 
search for Federal ‘‘excesses.'’ And that covers only eleven 
executive agencies of the Federal government Any- 
body care to guess the total potential savings when all 105 


are analyzed? —PAuL HAASE 
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This new National “Class 31” is the answer 
to the long-expressed desires of accountants, 
business men, bankers, and others for an ac- 
counting machine that would do more things 
automatically, thus saving more effort, saving 
more time, and further reducing costs. 

It represents many years of experience and 
research, and the investment of millions of 
dollars. It is the last word in mechanized 
accounting. 

Never before has one accounting machine 
combined so many _ time-and-money-saving 


features —or made possible so many profit- 
making by-products of posting. 

The 5 features listed below are but a few of 
the many outstanding advantages. They are 
examples to give you some idea of the new 
heights of achievement that have been reached 
in this newest National Accounting Machine. 

But only by an actual demonstration, applied 
to your own work, can you realize how this 
machine of TOMORROW will improve your 
accounting methods TODAY—whatever your 
business or your accounting problems. 


A FEW OF ITS MANY OUTSTANDING ADVANTAGES 


1. Automatic selection and control of more 
than 70 functions by arrangement of the posting 
control bars. 

2. Simultaneously adds and subtracts — or 
transfers balances—into any combination of 
totals. 


3. Instant, positive correction—in a single 
operation—of amounts entered in error in any 


combination of totals. 


4. Electrified typewriter keyboard — faster, 
smoother, easier operation . . . uniform im- 
pressions on multiple copies . . . permits de- 


scription whenever desired. 


5. Fluid-drive carriage — travels in either 
direction, smoothly, at uniform speed. 


These—and many other time-and-money-saving features never before com- 
bined on one accounting machine—will give you amazing cost-cutting and 
profit-building benefits. See TOMORROW'S accounting machine TODAY! 








A NEWR CONCEPTION OF 


ACCOUNTING | 


Get the FREE 20-page booklet, “How 
to Save Money on Your Accounting,” 
from your local National representa- 
tive, or write to the Company at 
Dayton 9, Ohio. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9,.0HI0 Walional 
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Developing Men For Controllership 
A New Book by T. F. Bradshaw 


poner the position of controller is 
potentially one of the key spots in the 
administration of a business enterprise 
calling for a combination of qualities not 
easily found, corporate controllers and 
financial officers will note with interest the 
publication this month of “Developing 
Men for Controllership”. The author is 
T. F. Bradshaw, Research Director of 
Controllership Foundation, Inc., and As- 
sistant Professor of Business Administra- 
tion at the Harvard Business School. The 
book is available at $3.25 from the pub- 
lishers, Harvard University Press. (Mem- 
bers of the Controllers Institute can ob- 
tain the volume at a discount of 25 
per cent.) 

Professor Bradshaw, who is one of the 
group teaching the subject of control 
the figure aspects of administration—in 
the first year program, Elements of Ad- 
ministration, at the Harvard Business 
School, also has had extensive consult- 
ing experience in the field in which he 
writes. 

“Developing Men for Controllership” 
is based on extensive field observations 
by the author and points out the oppor- 
tunities for broad-gauge controllership, 
explains the requirements of the job, 
sets forth the problems in training and 
developing men for executive positions 
as controllers, and analyzes the steps be- 
ing taken by various companies to help 
solve these problems. (See ‘Those Who 
Will Follow,” by K. Y. Siddall, THe 
CONTROLLER, June, 1949, page 268.) 

The author's approach to the training 
of accountants for executive responst- 
bility has promise as a pattern for the 
developing, for general management, of 
men who have specialized in such fields 
as engineering, or whose experience has 
been confined to one department, such as 
production or sales. An abstract, pre- 
pared by the Division of Research, Har- 
vard University, points out that Profes- 
examines the 
management personnel development 
methods of those companies in which 
the controller has already stepped out of 
his accounting specialty and into a larger 


sor Bradshaw's study 


management rol 


THE CONTROLLER 


The author's investigation of the 
controller's function and the way it is 
performed pointed up three skills and 
abilities which he believes this executive- 
figure specialist must have in order to 
perform his job effectively : 


1. A knowledge of the functioning of 
all departments of the company, their 
inter-relationship and objective; a knowl- 
edge of control-points and figure needs 
throughout the business. 

2. Administrative ability which con- 
sists of (a) ability to “pull” in an organi- 
zation and (b) ability to get things done 
through people. 

3. Specialized skills and knowledge of 
accounting, statistics, and other figure 
know-hou e 


The controller who has achieved man- 
agement status performs the figure col- 
lecting and performance-checking duties 
of the accountant, but in addition he 
brings figures to bear where and when 
they will do the most good—within the 
management process and before the de- 
cision is made. 

The problem of drawing young men 
of such management potential into the 
controller's department is a vital aspect 
of the training problem. Training can 
help develop executive accountants only 
when the proper raw material is avail- 
able. Insuring a flow of men of mana- 
gerial potential into the figure function 
means educating students in a knowl- 
edge of what the function is, developing 
selection standards based on how the 
controller performs his function, and fi- 
nally devising methods of appraising 
men against those standards 


Two Conditions Present 

In those companies which have at- 
tacked the problem of management de- 
velopment effectively, two conditions 
seem to be present: first, a recognition by 
top management that the development of 
a second team is an important part of 
every executive's job, perhaps the most 
important ; second, a way of doing busi- 
ness that transforms each management job 
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into a training post and allows young 
men decision-making oe 

With these two conditions present, 
there may be no further need for formal- 
ized training; without them, formal 
training degenerates into paper work. In 
a practical sense, however, these two 
conditions are the result of management 
attitudes and formal attempts to express 
those attitudes in action. 

Training, then, is a way of life in busi- 
ness. It is not merely class-room instruc- 
tion, talks by senior executives, ‘‘Cook’s 
tours” of the plant; it is first and fore- 
most an honest belief on the part of top 
management that the interests of the 
company will be best served by develop- 
ing man-power. Second, it is the ability 
of top management to create an atmos- 
phere in which men can grow, one in 
which men can use their muscles. 

Business organizations have long been 
accustomed to planning for operations, 
financial requirements, and other ma- 
terial needs. Planning for management 
development is, however, a more recent 
innovation and seems to have been re- 
stricted to a few pioneering companies. 


Lack of Planning 

The reason for this lack of manage- 
ment-development planning in the con- 
troller’s organization is not hard to find. 
The impetus for the development of 
management training programs in the 
accounting area must come from the rec- 
ognition that the controller and his 
right-hand men are members of the man- 
agement group. Such a realization has 
comes slowly and sporadically. Some ap- 
preciation of this situation can be ob- 
tained from the fact that in many of the 
companies which boast management 
training programs—and they are pre- 
sumably progressive companies—ac- 
countants are excluded from the pro- 
gram. Since the controller is not consid- 
ered a part of management in these 
companies, the companies apparently 
feel that there is no necessity to train 
either him or his underlings in manage- 
ment. 

There is every reason to believe, how- 
ever, that lessons learned from observa- 
tion of planning in the broader field can 
be applied to the more specific problem 





of planning for controllership develop- 
ment. For both are essentially the same 
problem—that of developing techni- 
cians into managers of judgment and 
decision. 

The basic elements to consider in a 
program of developing men for control- 
lership are these: 

1. Organization planning to provide a 
road map of the territory with which 
management development is concerned. 

2. Job specifications to determine the 
skill and experience necessary for the 
effective performance of each manage- 
ment position or each level of manage- 
ment positions. 

3. Appraisal of present personnel ¢o 
determine how well a man is performing 
in his present job, to select men for future 
promotions, and to provide a basis for 
determining training needs. 

4. ‘Replacement inventories” to imsure 
that all major jobs are covered by a second 
team. 

5. Planning individual development 
programs to close the gap between what a 
man is and what he must become to hold 
a position of greater responsibility. 


Any attempt to transfer a fully grown 
management-development program 
from one company to another would be 
like transplanting the trunk of a tree 
without the roots. A company can, how- 
ever, learn how to “grow” its own de- 
velopment approach. 


Actual Cases Discussed 

The author then discusses in three 
chapters actual case instances which use 
“the tools of development’: job rota- 
tion, conference courses, and induction 
training programs. He cautions that us- 
ing development tools is the last step in 
an involved process. Far too often it is 
considered the first step, and the neces- 
sary preliminaries of defining objectives, 
working a philosophy of man-power de- 
velopment into the organization, creat- 
ing an atmosphere within which men 
can grow, and planning for manage- 
ment development are by-passed. 

Providing American business with 
leadership is a focal business and social 
problem of today. It is focal because 
other problems, ostensibly as important, 
can be adequately solved only by the 
leadership of broad-gauge business man- 
agers. As industry demands greater spe- 
cialization at the bottom and greater 
breadth at the top the problem of span- 
ning the two becomes more and more 
difficult. 

The major objective of management 
development is to counteract the nar- 
rowing influence of technical work and 
to prepare a man for leadership in busi- 
ness. Developing men for the control 
function is a part of the larger problem 
of preparing men for general manage- 
ment. 


NEW YORK SOCIETY OF ACCOUNTANTS CELEBRATES FIFTIETH YEAR 


Present and former members of the New York City Control of the 


Controllers Institute of America 


recently attended the Fiftieth 


Anniversary dinner of the New York Society of Accountants. 


(Institute Members are identified by certificate 


Seated (left to right) Theodore F. Glois- 
ten (#2133-1942) president of New York 
City Control; H. Oscar Donner (#9-1931) 
co-founder and past vice president of Con- 
trollers Institute and past president of the 
Society of Accountants; Hon. Harold Dud- 
ley Greeley, first legal advisor of the 
Institute and honorary member of the So- 
ciety; Lawrence Larsen (#572-1935) past 
president of the Society and toast master 
for the dinner. 

Standing (left to right) Adolph Kalin 
#32-1932) past president of the Society; 


number and year of election in parentheses) 


Philip Klupt (#34-1932) past president of 
the Society; Cecil D. Marshall (#4604- 
1949) president of the New York Chapter 
of the National Association of Cost Ac- 
countants; J. Edward Greaves (#2471- 
1943) past president of the Society; Jacob 
Bennett, former member of the Institute 
and past president of the Society; Henry 
A. Merkle, former member of the Institute 
and past president of the Society. Alan 
Benson, former member of the Institute and 
past president of the Society was unable 
to attend 
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The New Portable 

*% records on the spot—coun- 
ter, desk, platform 

* built-in record file remov- 
able for accounting 

* 2, 3, 4, or 5 part forms— 
up te 544" x 8%" 


America’s é 
finest line of e® 


AUTOGRAPHIC ~ 
REGISTERS 


The Recorder 
* automatically locks up one or 
more copies 
* issues remaining copies with 
geo same stroke 
og *% 2 te 5 part forms—holds 300 
duplicates 


The Manifolder 
*% issues all copies—extra large capacity 
*® sturdy, all-steel construction—ideal for factories 
*% 2 to 5 part forms—sizes to 8'2" x 11” 
The Cashier 
® file for records—drawer for cash 
* transaction recorded before drawer can open 
*% easy accounting—cash against records 


every advantage... 
for every business 


There is a Uarco Autographic Register for every business—regardless 

of its type or size. And every Uarco Register brings all these advantages. 
* Faster, more convenient record writing * More legible copies * Consecutive 
numbering for absolute control * Easy posting * Simplified bookkeeping * 
Fewer t disputes * No misplaced books or pads * No lost records 
*% No forgotten charges. 





Your Uarco Representative will help you choose the right registers for 
your business—and the right forms to get the most out of them. Call 
him—no cost or obligation. 


Piatt phen ni UARCO 


Cleveland, Ohio; Oakland, California. aroaaree 


Sales Representatives in all principal cities. 
Business Forms 


Withholding Taxes Only 
1/5 of Total Paid 


Wage earners and white collar workers, 
as well as those on fixed incomes, now 
have an opportunity to get a real wage in- 
crease without a strike, or the loss of a 
single day’s work, Henry H. Heimann 
of New York City, Executive Manager of 
the National Association of Credit Men, 
says in his Monthly Business Review re- 
leased recently. 

Substantial wage increases would auto- 
matically be effective if taxes were re- 
duced as the burden now paid is mostly 
hidden. The average men or women as- 
sume that their tax is largely limited to 
the withholding from their pay check, 
Mr. Heimann says. He points out that in 
the average situation the withholding tax 
is about one-fifth of the tax really paid by 
the average employe. Four-fifths of the 
tax they pay is hidden, or so widely dis- 
tributed in the costs of necessities and 
luxuries that they are unaware of their full 
tax cost. 

“This large group of citizens can, if 
they are determined to do so, force a real 
reduction in the cost of government,” Mr. 
Heimann continued. “If they expressed 
their view and gave their political support 
to representatives who will cooperate with 
them in their objective of a lower cost of 
government, we would in short order have 
lower taxes. 

“Aside from the fact that a lower tax 
cost means a real increase in wages, the 
beneficial effect goes far beyond the 
added money in the pay envelope. Every 
dollar of savings you hold will auto- 
matically be worth more because your 
savings will have greater purchasing 
value. Every bond and insurance policy 
will increase in real value as your taxes 
are lowered. The money your wife spends 
will go much further. 

“The wage earners of the nation do not 
realize their strength. They can exert a 
controlling influence on our spending and 
tax problems. If they do so, what is most 
important of all is that they will have bet- 
ter government and less reckless spending 
of their hard-earned dollars.” 


Office First Aid Pays Off 


In small offices as well as large, pro- 
vision for prompt first-aid treatment of 
minor on-the-job injuries will pay off. 

A finger caught in a closing desk 
drawer, a barked shin or skinned knee, 
or a file clerk’s paper-cut finger, may 
seem nothing to get excited about, and 
in fact no more may be required than 
application of an antiseptic and an ad- 
hesive bandage. Most office injuries are 
of this kind, but if not attended to 
promptly, such minor hurts always pose 
the threat of infection, with loss of 
working time and possibly much more 
serious consequences. 








On Paying Dividends 


Ir wovutp seem that stockholders 
desire, not unreasonably, to have the 
option of deciding whether they wish 
to reinvest earnings in the business or 
use the funds for other purposes.” In 
these mild but unmistakable words in 
a recent issue of The Controller, W. F. 
Stanley of the Southwestern Public 
Service Co. questioned the wisdom of 
financing major company expansions 
with retained earnings—which a C.1.O. 
economist, of whom Mr. Stanley has 
probably never heard, referred to un- 
kindly as “inequity capital.”’ 

Mr. Stanley suggests that companies 
following the practice lose far more 
than they gain. For the stock market, 
by heavily discounting earnings not 
reflected in dividends, soon sets a 
price-earnings ratio that makes it 
prohibitively costly for such companies 
to raise equity money. In short, Mr. 
Stanley concludes, Dividends Future 
are no substitute for Dividends Pres- 
ent. 

He is able to cite some interesting 
supporting evidence in the utility 
field, where a pay-out rate of about 
75 per cent of earnings is accompanied 
by a price-earnings ratio of around 11 
to 1. His own company was able to 
sell $7 million worth of common during 
the last three years at a quite reason- 
able discount of about 10 per cent. 
And since most of this stock was sold 
to existing stockholders, the dilution 
factor was practically nil. 


Tue rvs comes in applying the theory 
outside the utility field, with its special 
characteristics of stability, growth 
expectancy, heavy capital investment, 
large funded debt, and tremendous 
commonstock leverage. Mr. Stanley 
cites the case of nine pulp-and-paper 
companies, two of which paid out over 
half their earnings as dividends and 
enjoyed price earnings ratios of nearly 
10 to 1, while the balance paid out less 
than half and averaged about 3 to 1. 
But the pulp-and-paper illustration 
may be somewhat fortuitous, as is sug- 
gested by a look at the oil and chemical 
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industries, chosen because they also 
require tremendous aggregates of cap- 
ital. 

For example, Gulf Oil, which paid 
out in dividends only 22 per cent of 
earnings in 1948 and only 34 per cent 
in 1949, had a better price-earnings 
ratio than Shell, which paid out 36 and 
55 per cent. And during the past two 
years Monsanto has generally had 
better price-earnings ratio than Her- 
cules, though the latter paid out a 
higher percentage of earnings. But 
exceptions should not obscure what 
over-all figures on both industries seem 
to imply—that companies with liberal 
dividend policies tend to have better 
price-earnings ratios than their less 
liberal competitors. 

Mr. Stanley’s ultimate objective is 
an intriguing one. Taxes being what 
they are, he reasons, wealthy investors 
have little incentive to buy equity 
securities for income. Thus equity 
money must increasingly be sought 
from lower-income groups, which want 
higher dividends. Moreover—-and this 
is the key point—if these lower-in- 
come investors are kept happy by a 
consistently liberal dividend policy, 
they will on occasion be willing to put 
up their dividend money and more 
besides as new equity money is needed. 
It is an old merchandising adage that 
the easiest sale is a repeat sale to a 
satisfied customer. Companies that 
expect to need new equity money over 
the years will neglect the adage at 
their peril. 


To Pay or Not to Pay Dividends 
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The editorial (reproduced by per- 
mission in the adjoining columns) 
from the April, 1950, issue of For- 
TUNE magazine discusses an article 
"To Pay or Not to Pay Dividends’’ 
by W 
retary and comptroller of Southwest- 


F. Stanley, vice president, sec- 


ern Public Service Company, Dallas, 
Texas that appeared in the January, 


1950, issue of THE CONTROLLER 


@ ONE REPRINT of Mr. Stanley's original article is avail- 
able to any subscriber (use company letterhead for re- 


quest). 


timely discussion of a significant subject. 


Thus readers can pass along to associates this 


If you wish 


a quantity of reprints the price for 2-25 reprints: 25¢ 


each; 26-100 reprints: 


THE CONTROLLER - One East Forty-second Street - 


15¢ each. Address requests to 


New York 17-N. Y. 
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Business’ Relationships with “Publics” Analyzed 


at Buffalo Conference of Controllers 


HE RELATIONSHIPS of business man- 

agement with its various “publics,” in- 
cluding employes, stockholders, govern- 
ment and customers were analyzed before 
200 corporate controllers and financial 
officers who were in attendance at the 
1950 Eastern Conference of the Con- 
trollers Institute of America, sponsored 
by the Buffalo Control, April 21-22. 

The sessions also featured consideration 
of America’s international cconomic rela- 
tionships, as well as an address at the 
Conference banquet by Hon. Harry A. 
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pitfalls await the unwary. So, 
selects able and experienced legal counsel and accountants, 
it should strengthen its position by naming a printer 

of outstanding competence to work with them. 


reputation and 


and underwriters; 


McDonald, Chairman of the Securities 
and Exchange Commission. 

One of the outstanding challenges pre- 
sented during the program was that by 
Mrs. Elinore M. Herrick, Personnel Di- 
rector of the New York Herald-Tribune, 
who advised industrialists to take a firmer 
stand when dealing with labor, and to 
make every effort to win the confidence of 
their workers. Mrs. Herrick made the 
recommendations as the means for busi- 
ness to regain the leadership which she 
said was lost more than a decade ago. 
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Declaring that some labor agreements 
are too restrictive on management and 
that the fight by business to regain lead- 
ership will be a hard and long one, Mrs. 
Herrick said that labor- “management dis- 
putes could be avoided through “practical 
applications in industrial relations. Some 
businessmen have learned that this is the 
means to work harmoniously with labor 
unions. 

The restrictive clauses in labor con- 
tracts, she said, could be traced to ‘‘errors 
in handling a tiny little grievance and 
management's failure to evaluate human 
factors involved.” 

She explained that “the ordinary griev- 
ance session is too often handled by some 
guy along the top. It should be handled 
down in the shop. Supervisors should be 
trained in how to handle it. 

“Rules of seniority,” she added, “pre- 
vent recognition by management to the 
newcomer, who is aggressive, ambitious 
and a hard worker in many instances.” 
The seniority clause, she said, was born 
when workers were fired. Fellow workers 
thought that the same thing might happen 
to them at some future date and sought 
security through the union contract. 

Mrs. Herrick, who has spent 27 years 
in dealing with labor-management prob- 
lems, said that objectiveness and fair deal- 
ing will win not only the confidence of 
the worker but of the labor leaders. 

“Management,” she continued, ‘‘must 
have the courage to stand up when you 
have to even under great economic pres- 
sure.’’ Too often, she said, there has been 
a tendency to compromise and this had 
contributed greatly to the loss of leader- 
ship 

Turning to the pension plans now 
sought by most unions Mrs. Herrick 
stated, “there is no security in pension 
plans because no one knows how much 
the dollar will buy 20 years from now.” 


Stockholder Relations 


Another speaker was Benjamin A. 
Javits, a New York attorney, president of 
the Independent Investors, Inc., and au- 
thor of a best seller, “Peace by Invest- 
ment.” 

Mr. Javits declared, “American man- 
agement must treat its 15 million stock- 
holder-partners as co-owners, not as a 
sheaf of faceless proxies. Without this 
close co-operation, American prosperity 
and high salaries of management itself are 
in jeopardy.” 

In explaining the organization he now 
heads he asserted, “its purpose is to win 
back the rights the independent investor 





has been losing by default as an individual 
for lack of organization in this age of or- 
ganization. 

“This independent investor, this for- 
gotten man, has to have a voice just as 
much as does labor, management and 
agriculture. Investors must assert their 
power and their rights, as a group, not 
against management but in self defense 
to deal with management and prosper 
with it,” he declared. 

Stuart Armour, economic adviser to the 
president of the Steel Company of Can- 
ada, Ltd., Hamilton, Ont., spoke at the 
luncheon meeting. He said that while 
Canada is America’s ‘‘best cash customer,”’ 
the United States has done much to harm 
that country’s world market. 


Canadian Ties 

He explained that Canada receives one- 
fifth of its national income from exports 
while the U. S. gets about eight per cent 
from theirs. 

“What you do today,” he said, ‘is no 
longer of concern only to yourselves. Your 
influence is now so all pervading that you 
have a responsibility for transcending that 
of any other nation. Do you always re- 
member this fact ? 

“For instance, do you remember your 
great place in the world when you allow 
men glib of tongue to persuade you into 
surrendering some part of your personal 
liberty in return for ‘economic stability ?’ 
If so, then did you not overlook the fact 
that your stability would at some point 
become someone else’s economic chaos?” 

Mr. Armour declared that Canada has 
no quarrel with the U. S. in its attempts 
to stabilize economy through price sup- 
ports or by other monetary devices: 

“But,” he asserted, “when in order to 
clear your warehouses and your elevators 
and your caves of their glut of agricultural 
products you wreck the world market for 
the commodities which we must sell 
abroad at profitable prices or go broke, 
then as your best customer, and as your 
partner in defense of freedom, we feel 
free to be critical.” 

The speaker warned Americans of 
“statism” when he said, “but never let it 
be forgotten that the basic, if undeclared, 
objective of the welfare state must be to 
slow the pace of life to the gait of the 
least productive. 

“thus if you Americans get more fully 
involved in the welfare state then you 
will not only set the world a bad example, 
but you will also run the risk of being 
unable to discharge those international 
obligations upon which the whole fate of 
the western civilization may yet depend.” 

Other speakers during the Conference 
included Edwin B. George, Economist of 
Dun & Bradstreet of New York, who 


The full text of Mr. Armour’s presentation 
will be carried in a forthcoming issue of THE 
CONTROLLER 
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Value of Saving Money 


That’s why this Stamford, Conn., 
establishment chose Lamson Tubes 
to speed deposits and passbooks to 
and from this central control opera- 
tor. Lamson speed and efficiency is 
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Airport Knows Valve 
of Saving Effort 


Efficiency is a vital matter at an 
airport. That’s why the control 
room at this Washington, D. C., 
airport uses Lamson Tubes to keep 
in touch with all departments. 
These dependable Lamson Tubes 
send last minute weather reports 
and other information to planes on 
runway about to depart. 


Offices, Factories Know 
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Business offices and factories can 
take a time saving tip from this 
user. Use Lamson Tubes to con- 
nect departments for quick dis- 
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uisitions and supplies. Time is 
money to businessmen and Lamson 
Pneumatc Tube Systems cut hours 
into minutes. 
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spoke on “The Economics of Big Busi- 
ness"; and Stephen E. Fitzgerald, Public 
Relations Counsel of New York, who told 
the controllers present that “human com- 
munications are a new business frontier.”’ 
Mr. Fitzgerald summarized his address in 
the following seven points: 


. Foster public relations as part of man- 
agement policy. 

. Exposure is not absorption. Just be- 
cause you publish something is no 
evidence that the employes or public 
have read or understood it. 

. Follow the interests of the audience— 
not of the company management—in 
planning your public pronouncements. 
Whitewash won't stay put—if com- 
pany policies are wrong, no amount of 
propaganda will be of permanent value 

correct the policte f first. 

5. Good behavior is not enough—let the 
public know what you have done. 

. Communication is a skill—how and 
when to say things in print—by word 
of mouth—in picture form or other- 
wise is a trade all in itself and should 
not be entrusted to amateurs. 

. Don’t apologize for profits, they're 
what make the American enterprise 
economy work. Show your employes 
that they're lucky to be working for a 
company that has profits and will stay 


in business. 


The speakers at the opening day's ses- 
sion included Kenneth H. Campbell, 
Manager, Foreign Commerce Department, 
United States Chamber of Commerce, 
whose subject was “American Business 
and Point IV’’; Cass S$. Hough, Execu- 
tive Vice President, Daisy Manufactur- 
ing Company, Plymouth, Michigan, who 
discussed ‘The Case for Combining Cur- 
rent and Deferred Features in Profit Shar- 
ing’; and J. H. Shreiner, Vice President, 
Towers, Perrin, Forster & Crosby, Phila- 
delphia, who told those present “How to 
Live With a Negotiated Pension Plan.”? 

The Executive Committee for the 1950 
Eastern Conference included: 

William L. Clark, Chairman, Buffalo 
Electric Co., Inc.; George H. Hetley, 
Vice-Chairman, Harrison Radiator Divi- 
sion, General Motors Corporation ; David 
F. Devine, Program Chairman, Bell Air- 
craft Corporation. 

Also, Harold L. Gebike, Electro Re- 
fractories & Alloys Corporation; Norbert 
F. Huber, M. Wile & Son; Paul J. 
Kremer, The Buffalo Slag Co., Inc.; John 
A. Read, Peter Cooper Corporation; Ed- 
gar Swick, Worthington Pump & Machin- 
ery Corporation; William H. Watkins, 
Hewitt-Robins, Inc.; and Walter H. Win- 


ter. 


Mr. Shremer’s views on penst 
presented in the February, 1950 1 
CONTROLLER Current Confusio 
ton Plans,” p. 57. 





Three Accountants Named 
To Ohio State Hall of Fame 


George O. May and Robert H. Mont- 
gomery of New York and William A. 
Paton of Ann Arbor, Michigan, are the 
first three men to be named to the Account- 
ing Hall of Fame established this year by 
Ohio State University. 

The three men were selected “for out- 
standing contributions to the field of ac- 
counting” by a nominating board of 15 
certified public accountants in public prac- 
tice, 15 accountants who are executives in 
industrial corporations and governmental 
agencies, and 15 teachers of accounting. 

Scrolls commemorating the awards were 
presented May 19 at a dinner given as 
part of the 12th Annual Institute on Ac- 
counting held in Columbus, Ohio. Pictures 
of the three men, with citations listing 
their services to accounting, will be hung 
permanently in the halls of the College of 
Commerce and Administration. 

George O. May, retired senior partner 
of Price, Waterhouse & Co., New York, 
is the author of many books and articles 
in the accounting field, former chairman 
of the Committee on Accounting Proce- 
dure and other committees of the Ameri- 
can Institute of Accountants, former pres- 
ident of the National Bureau of Economic 
Research, and is at present director of re- 
search of a study of roel income spon- 
sored by the American Institute. 

Robert H. Montgomery, partner and 
one of the founders of Lybrand, Ross 
Bros. and Montgomery, is a past president 
of the American Institute of Accountants, 
and author of a number of books on ac- 
counting including “Auditing Theory and 
Practice,’ which is now in its seventh edi- 
tion. During World War I he served as a 
lieutenant colonel in the office of the Chief 
of Purchases of the General Staff in Wash- 
ington, and was research-planning director 
of the NRA. He is a member of the bar. 

William A. Paton, professor of account- 
ing in the School of Business Administra- 
tion of the University of Michigan, is also 
author of numerous books and articles in 
the accounting field, and editor of the Ac- 
countants’ Handbook. He holds doctoral 
degrees from Lehigh University and the 
University of Michigan, and has been 
Dickinson Lecturer at the Harvard Gradu- 
ate School of Business Administration. 

All three men selected for the Account- 
ing Hall of Fame are certified public ac- 
countants. Nominations this year were 
confined to living persons, but it is ex- 
pected that past leaders in the accounting 
field will be honored in future years. 

Samuel J. Broad, chairman of the nomi- 
nating board, is also chairman of the Com- 
mittee on Accounting Procedure and a past 
president of the AIA. Vice chairman of 
the committee is Professor James L. Dohr 
of Columbia University. 
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DIFFERENCES IN NET INCOME 
FOR ACCOUNTING AND FED- 
ERAL INCOME TAXES. By Clar- 
ence F. Reimer, Ph.D., C.P.A., Pro- 
fessor of Accounting, Western Uni- 
versity 


Reviewed by BIRNIE V. EDRIDGE, 
Treasurer, The Beryllium Corporation, 
Reading, Pennsylvania 


In a very orderly and readable fashion 
Dr. Reimer has presented the case for 
certain far-reaching changes in Federal 
Income Tax law and administration. 
While this book is essentially descriptive, 
it necessarily is also a criticism of our in- 
come tax system which in many instances 
is being operated clearly at variance with 
the intent of Congress when it enacted 
the original income tax law arising out 
of the Sixteenth Amendment. 

The main theme of the study may be 
summarized as a review of the individual 
areas and points where government de- 
parts from accepted accounting principles 
and applications in the specifications it 
sets for determining income subject to 
tax. The author quickly establishes an 
excellent pattern for his treatment of 
each of these divergencies. 

The book opens with a concise history 
of Federal income taxation. This short 
chapter contains the essentials any ac- 
countant or other person concerned with 
income taxes should possess on the back- 
ground of our present system. Of inter- 
est is the fact that our early colonies taxed 
certain forms of earnings. The first Fed- 
eral Income Tax law as such was enacted 
as an aid to the financing of the Civil 
War in 1861, and controversy over what 
constitutes taxable income has been lively 
ever 

That agreement exists within the Gov- 
ernment as to what shall be the accepted 
basis for computing taxable income has 
been repeatedly made clear. Congress, the 
Treasury Department and the various fed 
have all at time or an- 
other, and in one form or another, em- 
phasized the acceptability of general ac- 
counting principles for tax purposes. The 


since 


eral courts one 
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Internal Revenue Code, T. D. Regula- 
tions, Decisions and sundry interpreta- 
tions have reiterated the general accept- 
ance of the policy. 

The reader will be thoroughly con- 
vinced, however, that something effective 
must be done to correct what might be 
termed abuses by the Internal Revenue 
Bureau in its insistence that for a given 
tax period various elements are income 
which from the accountant’s view de- 
cidedly are not, and in denying certain 
deductions from income which the ac- 
countant considers valid. Conversely, the 
Bureau, through misapplication of ac- 
cepted accounting principles, allows the 
exclusion from income of certain types of 
revenue which are definitely profit to the 
taxpayer in the accountant’s view, and 
allows many deductions from income 
which technically are not chargeable to 
that income. These latter excursions from 
accounting fact often mean benefits only 
to certain classes of taxpayers. 

As though to complicate the matter 
further for any one who is gullible 
enough to believe that the amount of in- 
come subject to tax can be derived through 
usual accounting concepts, the Bureau 
mixes up all of the variations by setting 
its own rule as to when an item of revenue 
must be taken as income and when it will 
allow a deduction to be made. Needless 
to say, the emphasis is on early recogni- 
tion of income and the deferral of ex- 
pense deduction to the latest possible 
period. 

Depending on the extent his business 
is related to the differences, the problem 
for the average taxpayer can range from 
annoying to chaotic. 

The author makes specific recommenda- 
tions on the accounting treatment re- 
quired to show properly the deviations 
from pure methods the taxpayer must 
make to satisfy the requirements of the 
Bureau. Generally, he would isolate the 
effects in the records through qualifying 
accounts. 

The text is fully annotated and the 
author has taken great pains to prove 
and supplement his points with exact 
references which serve to brief the case 
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against the Government's responsibility 
for these unnecessary and frustrating 
differences in a most professional man- 
ner. 

Dr. Reimer could have perhaps ren- 
dered another service had he developed 
to greater length the long-range eco- 
nomic effect of many of the disputable 
areas of income computation. The sti- 
fling effect on replacement of capital as- 
sets, for instance, which the Govern- 
ment’s short-sighted policy on allowable 
depreciation has created, might be given 
further attention. Also, while he gives 
concrete suggestions as to what must be 
done to bring the matter of income de- 
termination into equilibrium, his steps 
are ultimate rather than proximate. It 
might be suggested that the responsible 
federal agencies must first be willing to 
thrash the matter out with go-betweens 
representing the taxpayers. Such help is 
already available in the appropriate com- 
mittees of the Controllers Institute of 
America and the American Institute of 
Accountants, as well as elsewhere. The 
first step, it would seem, would be to 
arouse Congress to the existence of the 
problem. Dr. Reimer has well pointed 
out what Congress must then do. 

This excellent work, which is only 
184 pages long, includes an impressive 
bibliography and appendices covering 
the applicable pointers of the Constitu- 
tion, the sections of the Internal Rev- 
enue Code and a description of the Tax 
Court. It is a must for teachers of ac- 
counting, tax accountants and lawyers, 
and might well be collateral reading for 
the advanced accounting student. The 
book is of great value as a reference in 
business generally, and will be read with 
profit by any who seck to better compre- 
hend our federal tax system. 


Commerce Clearing House Inc., Chicago 1, Ill. $2 


BASIC INTERNAL AUDITING 
PRINCIPLES AND TECHNIQUES. 
By John B. Thurston. 

Reviewed by J. B. FENNER, 

Treasurer, Electric Auto-Lite Co., 

Toledo, Ohio 
“Basic Internal Auditing Principles 

and Techniques” is by a nationally rec- 
ognized authority and should be in the 
hands of all public accountants as well as 
private accountants who have anything 
to do with internal auditing and its af- 
filiated activities of internal control and 
public accounting. 

The size of the book, comprising only 
89 pages, does not adequately describe 
the broad scope of the subject matter. 
The 178 paragraphs that go to make up 
the complete presentation are each 
chucked full of vital information, care- 
fully indexed so that the busy ac- 
countant can readily secure immediate 





information on the various points and 
principles which are developed. 

There is a very interesting and in- 
formative foreword, written by Mr. 
Earle H. Cunningham, General Auditor 
of the General Motors Corporation, De- 
troit, Michigan, a man who has been 
vitally interested in the development of 
the Institute of Internal Auditors. While 
this Institute is comparatively young in 
years, it has already made extremely 
rapid progress throughout the country, 
thanks to men like Mr. Cunningham, 
and Mr. Thurston, who was instrumen- 
tal in founding the Institute and who 
became its first president. The author is 
also a member of the Controllers Insti- 
tute of America. 

Those of us in private practice have 
many problems in regard to the proper 
set-up of an Internal Auditing Depart- 
ment and the lining-up of duties of its 
personnel, all of which is very satisfac- 
torily covered in the booklet. To ac- 
countants in public practice, the book 
presents the wealth of experience which 
Mr. Thurston has garnered over the 
years in this field. All such professional 
men, therefore, can profit by reading the 
book through and then maintaining it 
within ready reach whenever an impor- 
tant question arises in the general sub- 
ject of internal auditing. 

Several chapters are given over to the 
principles of perambulation, type of 
working papers, internal controls, and 
to specific instructions regarding the au- 
diting of the various departments in a 
business. The brevity of the text, as men- 
tioned before, does not mean that these 
various points are not thoroughly and 
interestingly covered. The subject mat- 
ter of the book is not only readable but, 
after a reasonable time spent on the text, 
one has gained some very worth-while 
knowledge on a subject which seems des- 
tined to increase in importance. 

I would unhesitatingly recommend 
that this book be in every business li- 
brary. More than that, it should be read 
and studied by all who directly or indi- 
rectly have the responsibility of internal 
auditing and internal control as a part 
of their responsibility. 


International Textbook Coa., Scranton, Pa, $2.75 


OTHER BOOK ENTRIES 


AUDITS AND EXAMINATIONS, 
STANDARDS AND PROCEDURES. 
By Christian Oehler. American Book 
Company, New York. $5.25. 


OFFICE MANAGEMENT AND CON- 
TROL. By George R. Terry. Ri hard 
D. Irwin, Inc., Chicago. $6.00. 


LABOR RELATIONS AND POLITI- 
CAL ACTION—THE CHALLENGE 
TO MANAGEMENT.) American 
Management Association, New York. 


$.50. 


ECONOMIC FACTORS IN MARKET 
PLANNING. American Management 
Association, New York. $.75. 


SHARPENING SALES EFFORT 
THROUGH MARKET RESEARCH. 
American Management Association. 
New York. $.50. 


THE ECONOMIC MUNICH. By Philip 
Cortney. Philosophical Library, New 
York. $ 3.75. 


CREDITS AND COLLECTIONS. 
Third Edition. By Richard P. Ettinger 
and David E. Golieb. Prentice-Hall, 
Inc., Neu York. $5.35. 





CHICAGO CLEVELAND 





WE ARE PLEASED TO ANNOUNCE THE ACQUISITION OF 


FACKLER & COMPANY 


ESTABLISHED '8665 
CONSULTING ACTUARIES OF NEW YORK CITY. 


IT 1S OUR FURTHER PLEASURE TO ANNOUNCE THAT 


MR. FRANK L. GRIFFIN, JR. 


FELLOW, SOCIETY OF ACTUARIES 


HAS BECOME A MEMBER OF OUR FIRM 


THE Vall COMPANY 


ACTUARIES AND EMPLOYEE BENEFIT CONSULTANTS 


NEW YORK WASHINGTON 








Do you know 


that selling prices should NOT be established by adding a percentage of the 
cost to the cost? This is a common practice, but the use of expensive equip- 
ment has made it obsolete. We operate our businesses to earn a return on our 
capital investments, hence the margin markup over cost should be based on 


the capital used and not on the cost. Consider these examples 

friscle € Article D 
Cost $60.00 $60.00 
Markup at 10% on cost $6.00 $6.00 
Selling Prices on this basis $66.00 $66.00 
Capital Used $40.00 $120.00 

Yield on Capital at 10% Markup on cost 15% 5% 
Markup at 10% on Capital Use $4.00 $12.00 
Selling Prices to Yield 10% on Capital Use $64.00 $72.00 


The method of computing selling prices based on use of capital is explained 


fully in my book 


CAPITAL YIELD REPORTS 


Your sales department might welcome this new scientific method of estab 
lishing selling prices. Why not ask them ? 

Please order your copy on your business letterhead or purchase order or 
send check. If the new ideas in this book are not worth more to you than 
the cost, return the book within ten days for credit or refund. You will get 


new vistas of the uses of accounting in your business 


Price $10.00 per copy postpaid 


R. S. OLIVER 


Tuckahoe, New Jersey 








Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


JOHN ScHMIDT (#4140-1948) vice 
president and comptroller of Armour and 
Company, Chicago, was recently elected 
secretary in addition to his present posts. 
Mr. Schmidt has been with his company 
since 1914 when he started in the ac- 
counting division. In 1931 he became gen- 
eral auditor, followed by his appointment 
to assistant comptroller in 1935. He as- 
sumed the titles of vice president and 
comptroller in 1947. 


JAMES L. PoLk (#3992-1947) formerly 
secretary-treasurer of Atlas Oil and Re- 
fining Corporation of Shreveport, La., has 
been appointed secretary-treasurer of the 
Atlas Processing Company, which has 
purchased a major portion of the assets of 
Atlas Oil and Refining Corporation. 


Epwarp De FELice (#4085-1947) 
formerly controller of Ocean Tow, Inc., 
Seattle, is mow assistant treasurer and 
comptroller of the Wheeler Osgood Com- 
pany, Tacoma. 


FRANK KING (#272-1933) president of 
California Bank, Los Angeles, was re- 
cently re-elected treasurer of the board of 
¢ of Southern Cali- 


trustees of University 
fornia 


RALPH D. HEUSEL (#2592-1943) of 
Lafayette, Indiana, has been elected vice 
president and a member of the Board of 
Directors of Indiana Associated Tele- 
phone Corporation, Michigan Associated 
Telephone Company, Lexington Tele- 
phone Company and Ashland Home Tele- 
shone Company. Since 1946 Mr. Heusel 
1as served as general auditor for the two 
last-named subsidiaries of the General Tel- 
ephone ( orporation, ope rating in Ken- 
tucky. From 1941-46 he was vice president 
and treasurer of Associated Public Utili- 
ties Corporation and subsidiaries with of- 
fices in Columbus, Ohio. He is also a mem- 
ber of the Board of Directors of the Citi- 
zens Telephone Company of ¢ lay County, 
Inc., in which the General Telephone Cor- 
poration holds an interest. 


THE CONTROLLER 


DEANE S. HAZEN (#760-1936) is serv- 
ing as president of the High Standard 
Manufacturing Corporation, Hamden, 
Conn. Previously Mr. Hazen had served 
as vice president and treasurer of the 
U. S. Slicing Machine Company, LaPorte, 
Indiana and vice president of the Ben- 
jamin Electric Manufacturing Company 
of Chicago. 


CHARLES J. MULHOLLAND (#1589- 
1939) has been elected vice president and 
treasurer of Equitable Gas Company of 
Pittsburgh. Mr. 
Mulholland _ be- 
gan his business 
career as an en- 
gineer-account- 
ant with General 
Motors Corpora- 
tion, New York. 
He later served 
with Arthur 
Young & Co., 
New York; Cen- MR. MULHOLLAND 
tral Louisiana 
Electric and Ice Co., Alexandria, La.; 
East Coast Utility Group, Richmond, Va.; 
Central Ohio Light and Power Company, 
Findlay, Ohio; and later as secretary and 
treasurer of North Shore Gas Company, 
Waukegan, Ill. 


WILLARD L. HEINRICH (#3515-1945) 
formerly treasurer of Georgia Pacific Ply- 
wood & Lumber Co., New York, has been 
appointed controller of Brown and Bige- 
low, St. Paul 


WILLIAM E. LANG (#1919-1943) for- 
merly secretary of Lebis Hotel Manage- 
ment Corp., New York, is now secretary 
of Hotel Anthony Wayne Company, 
Akron, Ohio 


GeorGe M. EBERT (#1970-1941) has 
joined Graef, Cutting & Coit, Buffalo, as 
management and consultant. Mr. 
Ebert was formerly vice president and 
general manager of Luscombe Engineer- 
ing Company Inc., North Wales, Pa. 
During the war he was assistant treasurer 


cost 
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of Curtiss-Wright Corporation, Caldwell, 
N. J. and director of finance, Airplane 
Division of their Buffalo plant. In 1946 
he joined Sterling Engine Co., Buffalo. 


Harry R. LANGE (22455-1943), vice 
president of Cutter Laboratories, Berkeley, 
California, served as general chairman of 
the Manufacturers Conference sponsored 
by the Alameda Manufacturers Division 
of the Oakland Chamber of Commerce in 
Berkeley, California on May 17th. Mr. 
Lange is secretary of the San Francisco 
Control of the Controllers Institute of 
America and chairman of the National 
Committee on Management Planning and 
Control. Among the speakers on the pro- 
gram was RALPH B. Knott (#1405- 
1939), vice president in Charge of Fi- 
nance, Fibreboard Products, Inc., San 
Francisco. Mr. Knott is a director of the 
San Francisco Control. 


CHRISTIAN E. JARCHOW (#568-1935) 
vice president and comptroller of Interna- 
tional Harvester Company, Chicago, was 
recently elected a member of the Board of 
Directors of the Illinois Power Company, 
a utility company serving northern, cen- 
tral and southern Illinois. Mr. Jarchow 
is a past national president and past board 
chairman of the Controllers Institute of 
America. 


CHARLES F, HERRMEYER, JR. (#2595- 
1943) treasurer of Harry Ferguson, Inc., 
Detroit, was recently elected vice presi- 
dent in charge of finance and accounting. 


B. V. EpripGe (#3494-1945) formerly 
comptroller of The Beryllium Corpora- 
tion, Reading, Pennsylvania, was recently 
elected treasurer of the company. 


C. E. PACKMAN (#527-1935) certified 
public accountant and utility consultant 
announces his association with the firm 
of Vineyard & Vineyard, of Chicago. 


GorDON B. ROCKAFELLOW (#2278- 
1942) assistant treasurer of Purity Baker- 
ies Corporation, 

Chicago, was re- 

cently elected 

treasurer and sec- 

retary of the 

company to suc- 

ceed John Pirie, 

retiring treasurer 

and secretary. 

Mr. Rockafellow 

is program chair- 

man of the 19th 

Annual Meeting MR. ROCKAFELLOW 
of the Controllers Institute of America to 
be held in Chicago, September 17-20. 


ROLAND M. Wicoins of Borden’s Farm 
Products division of Borden Co., New 
York, was recently promoted from assistant 
treasurer to treasurer, continuing as con- 
troller. 





ato Aiokt re] 4-MeM elt] — without a loss 


7) aw an ass oO 


GOOD EXAMPLE: 218 checks totaling The bank was fully safeguarded had a 
$36,000 disappeared while en route from photographically accurate and complete 
the Security National Bank of Battle Creek Recordak microfilm copy of the checks it had 
to the Federal Reserve Bank of Chicago. forwarded for payment 


Increased protection . . . is just one 

of the advantages Recordak microfilming 
is bringing to 65 different types of 
business . . . thousands of concerns. 


When you put your accounts receivable screen of the Recordak Film Reader; get 
ledgers and other valuable documents on —_ exact-sized facsimile prints, if you wish. 
Recordak microfilm, you're protected as Learn the whole story . . . how Recordak 
never before, against loss, carelessness, and microfilming can simplify your accounting 
fraud. Here’s why — routines; cut your filing space requirements 
Should anything happen to your originals, — as much as 99%; record your documents— 
you have a photographically accurate and instantaneously, for a fraction of a cent 
complete record on compact rolls of micro- apiece. Write Recordak Corporation (Sub- 
film—which can’t be tampered with or altered sidiary of Eastman Kodak Company), 350 
which can be vault- Madison Avenue, New York Fi, hts Ss 


"Recordak” is a trade-mark 


without detection . . . 
stored conveniently. 
Thus, you can see every detail of your 


originals—enlarged sharp and clear on the SRECORDRK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming — and its application to business routines 





HERMAN J. KNOCHE of Borden’s Farm 
Products of New Jersey, Inc., was ap- 
pointed secretary and treasurer at the same 
time. 


Harvey H. Eicu (#4408-1948) was 
recently elected treasurer of Wayne Pump 
Company, Fort Wayne. Mr. Eich was 
formerly controller and assistant treasurer 
of the company. 

Prior to joining Wayne Pump Company 
as auditor in 1941, he was with Haskins & 
Sells, Chicago, from 1933-1941 as a staff 
accountant. Mr. Eich is a member of the 
board of directors of the Fort Wayne 
Control of the Controllers Institute of 
America and past president of National 
Association of Cost Accountants. 


LinpsEy H. Nose of Upper Darby, 
Pennsylvania, has been appointed con- 
troller of the United States Atomic Energy 
Commission, succeeding Paul M. Green 
who recently resigned to become control- 
ler of the Economic Co-operation Admin- 
istration. Mr. Noble was previously as- 
sistant controller and acting controller of 
the Commission. 


CHARLES W. TUCKER (#729-1936) 
formerly controller of Lehn & Fink Prod- 
ucts Corporation—Lincoln, Ill. division 
is now consultant in the office of Deputy 
Chief of Staff-—c omptroller, United States 
Air Force, Washington 


KENNETH W. LEDERMANN (#4538- 
1949) is now chief accountant of the 
Solar Aircraft Corporation in San Diego. 
Mr. Ledermann was formerly assistant to 
the controller of A. O. Smith Corp., Mil- 


waukee. 


ARTHUR B. PARNELL (#4021-1947) 
has been elected vice president in charge 
of manufactur- 
ing of the Os- 
born Manufac- 
turing Company, 
Cleveland. Mr. 
Parnell joined 
Osborn in 1925 
as a plant 
worker. He was 
made chief ac- 
countant in 1936 
and controller in 
1939. He as- 
sumed the duties of treasurer, his most 
recent position, in 1942. 


MR. PARNELL 


EpGar H. CoppINGTON (#4579-1949) 
assistant secretary-treasurer of Sayles Fin- 
ishing Plants, Inc. of Saylesville, R. I., has 
been named controller of the firm. Mr. 
Coddington has been with the Sayles inter- 
ests since 1947. Prior to that time he 
served in the U. S. Army with the rank of 
captain. He was formerly with Touche, 
Niven & Co., Air Reduction Co. and New 
York Title & Mortgage Co. 





years? 


at excessive cost. 


beneficial. 





HAVE YOU BOUGHT 
YOUR INSURANCE 


Clecording ts Plan? 


or have your policies accumulated piecemeal over the 


Changes each year in your business and in insurance 


company rates and rules may mean inadequate coverage 


A survey of loss exposures and an audit of your in- 


surance policies and costs may be timely and very 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
55 WILLIAM STREET, NEW YORK 5 








Pror. E. I. FJELD (#4158-1948) has 
been appointed to fill the newly created 
post of assistant dean in charge of gradu- 
ate studies at the City College School of 
Business and Civic Administration, New 
York. Prof. Fjeld has been chairman of 
the Department of Accountancy at the 
school since 1947. He will relinquish that 
position when he assumes his new duties 
on September 1 of this year. 


JoHN K. Hitt (#1349-1938) former 
secretary-treasurer of Norwich Pharmacal 
Co., Norwich, N. Y. was recently elected 
a vice president. Mr. Hill has been with 
Norwich for 31 years and is a director of 
the company. 


BuRDETTE A. JOHNSON (#4793-1949) 
of NEGEA Service Corporation, Cam- 
bridge, Mass., was recently elected comp- 
troller of the company and 11 of the 
operating subsidiaries of the New Eng- 
land Gas and Electric Association, as well 
as being re-elected comptroller of another 
operating subsidiary, New Hampshire Gas 
and Electric Company. Mr. Johnson pre- 
viously served the aforenamed 11 com- 
panies as assistant treasurer. 


THomas L, Evans (#913-1937) was the 
recipient of a citation from the Board of 
Directors of the Buffalo Chamber of Com- 
merce on May 1. The presentation oc- 
curred during the 38th Annual Meeting 
of the Chamber of Commerce of the 
United States, in Washington, D. C. Mr. 
Evans, national chairman of the Committee 
on Social Security of the Controllers In- 
stitute of America, is secretary, treasurer 
and operating manager of Rosenbaum 
Company, Pittsburgh. He was honored for 
distinguished service and exceptional civic 
and business leadership in the City of Buf- 
falo and the State of New York. 

The body of the resolution follows: 


“During his illustrious career of public 
service in the fields of private enterprise, 
civic activities, and in government, THOMAS 
L. Evans demonstrated to his fellow citizens 
a loyalty of the highest order to the princi- 
ples of sound economics and good govern- 
ment. As an executive of J. N. Adam & 
Company, one of Buffalo's largest mercan- 
tile establishments, he proved himself a 
steadfast advocate of free and competitive 
enterprise which has constantly produced 
more goods for more people at lower prices. 
Although always diligent in commerce, he 
eagerly accepted his obligation and responsi- 
bility of giving generously of his time, 
energy, and resources to civic organizational 
affairs. More recently, as special advisor to 
Governor Thomas E. Dewey, he proved him- 
self a resolute champion of honesty and 
efficiency in government by firmly recom- 
mending elimination of wasteful practices 
in the administration of New York State's 
system of unemployment compensation. He 
has contributed much to the greatness of the 
City of Buffalo and the State of New York.” 





JaMEs A. Dye (#3086-1944) assistant 
secretary of the Coleman Co., Inc., 
Wichita, has been elected to the office of 
secretary of the company. 


MILTON P. J. HICKEY (#3137-1944) 
formerly in the central office, Ford Motor 
Company, Dearborn, Mich., has been 
transferred to the office of the Northern 
Michigan Operations, Iron Mountain, 
Mich., where he will serve in the capacity 
of financial analyst. Mr. Hickey, prior to 
joining Ford Motor Company, was with 
Graham-Paige Motors Corporation, Ypsi- 
lanti, Mich. 


HENRY N. Bassett (#4631-1949) has 
resigned as treasurer of the Pacific Mo- 
lasses Co., Ltd., New York, to become 
special assistant in the office of the Deputy 
Chief of Staff—Comptroller, Department 
of the Air Force, Headquarters United 
States Air Force, Washington, D. C. 


DonaLp E. DAMOND (#2291-1942) 
has resigned as sales manager of Head- 
Miller, Inc., Rochester, N. Y. to accept 
the controllership of Morris Rosenbloom 
& Co., Inc. of the same city. Before join- 
ing Head-Miller in 1949, he was con- 
troller and assistant secretary of Brewster, 
Gordon & Co., also of Rochester, and was 
named secretary, treasurer and controller 
when it was succeeded by Veteran Foods, 
Inc. in 1944. Mr. Damond has been a 
director and officer of the Rochester Con- 
trol of the Controllers Institute of Amer- 
ica since 1945. 


C. KENNETH GROVES (#2764-1943) 
has resigned as controller of Midwest 
Dairy Products Corporation, Chicago, to 
become a partner in the consulting man- 
agement engineering firm of Linton, 
Maupin & Linton, Inc., Chicago. Mr. 
Groves previously served as treasurer and 
controller of Witte Engine Works, Kan- 
sas City, and during World War II was 
in the Bureau of Supplies and Accounts of 
the U. S. Navy. 


JOHN W. Hixson (#3211-1944) con- 
troller of Max Lowenthan & Sons, Roch- 
ester, was recently elected a director of the 
Rochester Association of Credit Men, for 
a three-year term. He is past president of 
the Rochester Credit Men’s Service Corpo- 
ration. 


JOHN B. LAWSON (#1204-1938) con- 
troller of Automatic Transmission Plant, 
General Manufacturing Division of Ford 
Motor Company has moved from Dear- 
born to the new location of the offices in 
Cincinnati, O. 


J. Tracy Kropp (24329-1948) form- 
erly assistant comptroller of Vick Chem- 
ical Company, New York, has been ap- 
pointed manager of the Cincinnati office 
of Peat, Marwick, Mitchell & Co., ac- 
countants and auditors. Mr. Kropp is a 
member of the American Institute of Ac- 


countants and served as a member of the 
General Accounting Committee of the 
New York City Control of the Controllers 
Institute of America during 1949-50. 





Obituary 





Guy S. Hyatt, department comptrol- 
ler of the General Electric Company's 
apparatus department, died on April 
30, 1950, at his home, 1336 Lowell 
Road, Schenectady, N. Y. 

Mr. Hyatt was born 46 years ago in 
Lincoln, Nebraska, and joined the GE 
accounting department in 1923. In 1932 
Mr. Hyatt was appointed auditor of the 
plastics division at Pittsfield, Mass., and 
several years later returned to Schenec 
tady, subsequently becoming auditor of 
works accounts. 

He was named an assistant comptrol- 
ler in 1942 and three years later placed 
in charge of apparatus department ac- 
counting. In 1946 he was appointed 
comptroller of the apparatus depart- 
ment, the company’s oldest and largest 
operating department. 

Mr. Hyatt is survived by his wife, 
Mary Eliza Portsmouth Crawford, and 
two daughters, Jean and Carolyn Hyatt. 


Matthew I. Fennell (#4354-1948) con- 
troller of American Flange and Manu- 
facturing Co., Inc., New York, died sud- 
denly at his home on May 15, 1950. 

Mr. Fennell was born in New York 
City 48 years ago. He was a graduate of 
College of the City of New York and 
Columbia University, and a member of 
New York State Society of Certified Pub- 
lic Accountants. 

Prior to joining American Flange in 
1944, Mr. Fennell was associated with 
Inkograph Co., Inc., New York City, 
Clifton Paper Board Co., Clitton, N. J. 
and Eastern Electric Supply Co., Newark, 
N. J. From 1934 to 1939 he served as 
deputy collector for the Burean of Internal 
Revenue, New York City. 

His wife, Rosetta, and a 
Aileen, are his survivors 


daughter, 


John Gilmore Farrar, former control 
ler for General Electric Company, Sche- 
nectady, N. Y., died on April 26, 1950, 
at the Martha Jefferson Hospital in 
Charlottesville, Va., after a 10-day ill 
ness 

Mr. Farrar was born in Howardsville 
Va., 60 years ago. He first entered the 
employ of GE as a draftsman in 1907 
but left in 1913 to spend several years 
with other companies on design engi 
neering work. 

Soon after returning to GE in 1919, 
Mr. Farrar instituted a course in busi 
ness practices for the company's young 


engineers upon completion of a train- 
ing course for student engineers that is 
still being used by the company. 

Among other positions held by Mr. 
Farrar during his tenure with GE, he 
was the company’s chief traveling audi- 
tor from 1926-1930; assistant general 
auditor from 1930-1936; assistant con- 
troller from 1936-1944 when he was 
appointed controller. In October 1946 
he resigned his controllership due to ill 
health but continued to handle special 
assignments as a member of the presi- 
dent of GE's staff. At the close of the 
year Mr. Farrar retired. 

Mr. Farrar was formerly a member 
of the Controllers Institute of America 
from 1944-1948. 

Surviving are a son, John G. Farrar, 
Jr., with whom Mr. Farrar lived, two 
brothers and three sisters. 
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—word’s getting around about the 


New Remington Elecfri-comomy Typewriter 


Business firms throughout the country are discovering new 
economies through use of the Remington Electri-conomy Type- 
writer—the new electric typewriter that can slash typing costs, 
increase typing output and perform all typing requirements 
with greater ease — greater speed — greater accuracy. 


In test after test where the Remington Electri-conomy Type- 
writer has been installed, the increased typing output is piling 
up extra profits—10% ... 20% ...50% and even higher are 
the savings percentages reported by highly satisfied users. 
Mail the coupon today for the amazing ECONOMY story of the 
Remington Electri-conomy Typewriter. 


Moke the Elecfri-conomy Test in Your Office Today! 


e THE FIRST NAME 
Flemington Bana Wns 


Remington Rand, Room 1422, 315 Fourth Avenue, New York 10, New York 


(] Please send me FREE copy of “Electric Typing vs. Manual Typing.” 
(-) Please have your representative call to make the FREE Electri-conomy Test 
in my office— without obligation, of course. 


NAME. 





COMPANY____ 








AODRESS__ 








———_— _ 


Copyright 1950 by Remington Rand Inc 
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Watch Those 
Out of State Taxes 


New inroads on business profits are 
well hidden in recent state tax legisla- 
tion and judicial decrees. Business that 
crosses state lines may become liable to 
pay taxes based on income when their 
goods or services are sold in the ‘income 
tax state.” In some instances states may 
be able to collect their income taxes even 
though the business concern maintains no 
one in the state to accept service of proc- 
ess in a tax suit. 

Although the U. S. Constitution pro- 
hibits states from imposing tax “eh wi 
on interstate commerce, the “commerce” 
clause has been greatly weakened in re- 
cent court constructions approving state 
taxes on interstate activities. 

The recent Spector Motor case, de- 
cided by the Court of Appeals for the 
Second Circuit, brings the threat closer 
home for many corporations, declares 
Commerce Clearing House. Spector 
Motors was made liable for the Connecti- 
cut franchise tax based on income even 
though it transacted only local business in 
Connecticut and owned no property there 
but insignificant office equipment. 

If the U. S. Supreme Court upholds 
the Spector Motor decision, a state with a 
franchise tax law similar to Connecticut 
could levy such a tax on a foreign corpo- 
ration measured by business activities that 
cross state lines. 

This is a definite threat, it is reported, 
in the twelve other states which have 
franchise tax laws comparable to Connect- 
icut's. These are: California, Idaho, Mas- 
sachusetts, Minnesota, Montana, New 
York, Oregon, Pennsylvania, Tennessee, 
Utah and Vermont and the District of 
Columbia. Other state corporation income 
taxes may also be affected by the Supreme 
Court's decision. 

The question of how the income tax 
states would collect claimed amounts 
from interstate business where no local 
property or activities could be levied upon 
is partially answered by a recent and 
growing trend in state tax legislation. 
Legislation enacted in twelve states re- 
quires their respective courts to recognize 
and enforce the liability for taxes imposed 
by other states on a reciprocal basis. 

The twelve states which have reciprocal 
tax collection laws are: Alabama, Geor- 
gia, Kentucky, Maine, Maryland, Minne- 
sota, Missouri, North Carolina, Okla- 
homa, Oregon, Tennessee and Wisconsin. 

Thus Minnesota, for example, could 
enforce a claim for its franchise tax 
measured by net income in any other 
states with which it has reciprocity, even 
though the foreign corporation did not 
have an office or person upon whom 
service of process could be made in Min- 
nesota. 

Many firms doing business across state 
lines view this situation with alarm be- 








y ia objectives of every pension plan may be the same. But the methods 
used to arrive at these objectives may vary greatly from plan to plan. 

For example, in one company the average age of those to be covered 
by the pension plan may be much higher than the average age of employees 
in another company. The average length of service in two companies can be 
as different as day is from night. These factors call for special treatment, 
particularly in selecting the method of funding past service costs. 

The most effective pension plan takes into consideration the different 
conditions that must be met in each company. The plan is then built step by 
step to meet these individual conditions. 

City Bank Farmers Trust Company has assisted hundreds of companies 
with their pension planning. That experience is yours for the asking. As a 
starter, let us estimate the cost of a pension plan for your company. Consult 


any of our officers. There is no obligation, of course. 


We act as trustee under pension plans and as agent 


for individual trustees. Send for our Pension Booklet. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM ST., NEW YORK, N. Y. 
1 filiated with 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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Our brochure “Planning a Successful Retirement 


Program for Your Company” explains how we can 
assist you in designing or revising a pension program. 
We operate as actuarial consultants on a fee basis 
and our service is built upon years of experience 
working with all types of plans, self-administered, 
trusteed, insured, profit sharing, and combinations 


of these. Write for a copy on your business letterhead. 


Marsu & McLENNAN 


INCORPORATEO 
INSURANCE BROKERS + CONSULTING ACTUARIES 
nneapolts Detroit Boston L 
‘ult Indiana pol Portland Super 


Vancouver Teront Montreal Havana 1 

















cause of the implication of increased costs 
for interstate operation. Interstate activi- 
ties may no longer offer a refuge from 
state income tax inroads. 

On the other hand, the states will most 
likely seize this opportunity to obtain 
new and needed revenue. On this sub- 
ject Commerce Clearing House says in its 
State Tax Review: 

“A look at the present state tax pic- 
ture reveals that many states are now run- 
ning up deficits. Expenditures have out- 
distanced tax receipts. Political expediency 
and other factors prohibit many states 
from tapping new sources of revenue or 
increasing existing revenue. Tax adminis- 
trators confronted with the problem of 
securing more revenue from the existing 
tax structure may require foreign corpo- 
rations doing interstate business to carry a 
larger portion of the tax burden than 
they have heretofore.” 


Rise in Consumers’ Debts 

Liquid assets of consumers rose to a 
postwar high of $177 billion at the end 
of 1949, but failed to keep pace with the 
continued growth in personal debt, ac- 
cording to the National Industrial Con- 
ference Board. As a result, the debt bur- 
den (both consumer and mortgage) in- 
creased and is now nearly one third as 
large as asset holdings, the Board points 
out. 

The ratio of debt to liquid assets has 
been on the rise now since 1945, when it 
was only one sixth of personal liquid as- 
sets. Despite the unprecedented pur- 
chases of goods and houses in the last 
few years, the liquid position of con- 
sumers remains favorable compared with 
prewar, when debt was equal to half of 
liquid assets. 


Mutual Fund Shares 


Gain from Pension Plans 

Pension trusts, retirement funds and 
profit-sharing trusts are accounting for 
an increasing volume of investment in 
mutual fund shares, according to a sur- 
vey published by Kidder, Peabody & 
Co., members of the New York Stock 
Exchange. 

Based on data covering 75 per cent of 
investment companies, there were on 
March 15 about 184 employe-benefit 
plans, including pension, profit-sharing 
and retirement funds holding shares in 
twenty-two different mutual funds with 
a market value of about $4,191,800. 

This group of benefit funds covers a 
diversified list of business activities, in- 
cluding a department store, paint and 
varnish manufacturing, a mutual fund 
organization and foreign corporations. 

Sales of mutual funds are running 
currently at the rate of more than 
$500,000,000 a year and about 850,000 
investors are estimated to own open- 
end investment company shares. 
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Controllers... Auditors 


HOW YOU CAN STRENGTHEN 
YOUR INTERNAL CONTROLS 





The need for thorough cancellation of the complete In- 
voice Bundle after having been paid is obvious. More 
and more, controllers are relying on perforation to do 
this job because only with perforation can the invoice 
and all supporting papers be cancelled in one motion. No 
skipping—no altering—no eradication. Remember, “you 
can’t erase a hole.” 


Perforation Uses for Other Internal Controls. 
Besides invoice cancellation CUMMINS perforation will 
strengthen many of your internal controls (usually with 
considerable savings of time and labor). Some of the 
other uses are: validating; automatic numbering for 
checks and vouchers; receiving or performance marking; 
numbering orders for filing ; scheduling control or collat- 
ing; marking all manifold forms; receipting; coding; 
pre-billing installment payments; process-resistant or 
special material marking; sample or ownership marking 


Four thousand invoices and their supporting papers are cancelled Cummins strengthens any accounting or control system 


daily with Cummins 300 Perforators at J. J. Newberry Co. (Chain —WITH NO CHANGE IN YOUR 

Stores). This accounting function is handled in the course of routine PRESENT METHODS or FORMS 

by 8 service clerks, cach — panera oe erie ’ st fe And, perhaps most important of all, with Cummins safe- 
i that “ ; 

ee oe ne an ee ee guarding and strengthening your internal controls—you 


$7,680 annually in handling costs, etc., in addition to providing : 4 : ne 
complete protection for their accounts payable system. have far more time for executive planning and supervision. 


In Business and Banks Since 1887 


If you would like to analyze the 
‘sint | me 
cha liga Maa Originators of Perforators—101 Uses for Permanent Marking 
control system, ask for FREE 
CUMMINS BUSINESS MACHINES CORP., CHICAGO 40 


copies of our Survey Question- 
naire, printed on plain paper. 
Also get your free copy of “How 
to Guard against FRAUD and 
loss through error and negli- 


Cummins Business Machines Corp., Chicago 40, Ill. Dept. C-6 
Send rree booklet “How to Guard Against Fraud” 

gence.” Call your Cummins man Survey Questionnaire on Internal Controls 

today (in all principal cities) or 

send coupon. No obligation. 


Name 
Address 


City 
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Internal Control Functions 
of the Controller 


(Continued from Page 259) 


We may well keep in mind the words 
of the Mexican mule driver who said, 
When the man is putting the saddle 
on the burro, the man is thinking of 
one thing, the burro another.” 

To the extent that the internal audi- 
tor is charged with the responsibility of 
detecting fraud, his procedures must be 
well thought out and his methods thor- 
ough. Furthermore, the position of the 
internal auditor in the organization 
should be such that he is not directly 
subject to the jurisdiction of the prin- 
cipal person whose operations he is 
charged with auditing. Otherwise, his re- 
ports cannot be expected to express his 
conclusions and recommendations with- 
out reserve and his work will lose much 
of its value. 


Audits by Independent Accountants 


The extent te which internal control 
measures are effective is not only impor- 
tant to the internal auditor but also to the 
work of the independent public account- 
ant when he is called upon to certify the 
financial statements of a company. He 
dare not blindly accept a company’s sys- 
tem of internal controls as adequate, but 
in the course of every engagement must 
review the system and the extent to which 
it is being adhered to so that he may form 
a judgment as to how much reliance may 
be placed on it. If, upon examination, in- 
ternal control measures are found to be 
adequate, they may pay substantial divi- 
dends in the form of reduced fees of the 
independent accountant. 


Machine Accounting 


Particularly since the war there has 
been a great extension in the use of 
punched card systems of accounting. Full 
recognition of the enlarged possibilities 
of such applications should be made in 
developing procedures for internal con- 
trol. Rather than employing such ma- 
chines merely to perform the same opera- 
tions as were previously accomplished by 
more laborious methods, emphasis should 
be given to the discovery and use of ad- 
ditional valuable controls not theretofore 
practicable. 

Where formerly results could be de- 
termined only monthly, or less frequently, 
and then days after the close of an ac- 
counting period, many of them can now 
be determined daily. I refer to such con- 
trols as those of employment including 


FRI DE N ratios of productive man-hours to total 
man-hours, reports on spoilage in manu- 
CALCULATING MACHINE CO., INC. facture identified by the departments and 


machines responsible, reports of sales, de- 
liveries, unfilled orders, back orders, etc. 
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To name specific applications of the 
extended use of machines, at Cameron 
Iron Works, Controller George Duwe de- 
veloped a very excellent control of pur- 
chase commitments effective from the 
placing of the purchase order to the final 
preparation of the voucher check. In this 
system the purchase commitments are dis- 
charged and the voucher checks prepared 
from the same punched card. In my own 
company, Controller Ronald McVey has 
been responsible for many new and ef- 
fective machine applications. 

Great as past improvements have been, 
even greater fields will be opened up 
through electronic accounting and_ the 
use of so-called “memory machines”. In 
the future, even more than in the past, 
the controller will need to be most alert 
and most responsive to new ideas if he is 
to utilize the mechanical tools available 
to him. 


Fidelity Insurance 


Everything of importance which we 
do, we have to do with people. And there 
is always present the point where the 
human element in the chain may fail 
either through lack of individual capacity, 
lack of adequate numbers or wilful per- 
version. There is always the possibility 
that controls will be circumvented by de- 
signing employes in higher positions; 
likewise, the possibility of collusion at 
lower levels i.e., private purchase deals, 
payments for alleged services made on 
someone's approval, price rebates that go 
to individuals, substantial gifts from 
favored sources of supply, the cashing of 
undelivered pay roll checks, and so on. 
Sometimes these deviations bring losses 
to a company because fraud exists before 
the related transactions become subject to 
the control processes or occurs after such 
processes are completed. In situations of 
this kind, no reasonable system of con- 
trol is infallible. 

However, risks of this nature should be 
evaluated as nearly as may be and fidelity 
insurance obtained in amounts calculated 
to indemnify the company against losses 
when and if disclosed. There are many 
applications where insurance is not only 
less expensive than any effective form of 
control but is the only practicable way 
of securing proper protection. 


Summary 


I should like to emphasize by repeat- 
ing in one, two, three order the elements 
necessary in any good system of internal 
control: 

1. An organization geared to its operat- 
ing functions is the first essential. 
Management policy must be developed 
and made known in writing to those 
who are expected to administer it. 
There must be a system of accounts 
designed to meet specific requirements 
and complimented by understandable 
procedures. 


Personnel to operate the system must 
be adequate in numbers, capacity and 
training. 

Results must be reviewed continuously 
by unrestricted internal auditors. 
Audits by independent public account 
ants should be included as a part of 
the pattern of internal control. 
Notwithstanding all practicable con 
trols, a considerable element of inher 
ent business risk will remain, and this 
risk should be insured 


After having said all of these compli 
mentary things about internal control, let 
me inject a final word of caution. Inter 
nal control like most other good things 
can be overdone. Much foolish money is 
being spent in the name of internal con 


trol. Amounts expended for the protec- 
tion afforded by internal control and in- 
ternal auditing are frequently greater than 
the sums they protect. 

The feasibility of controls and their 
economic justification must be considered 
in each application. It may be most un- 
economical to apply a system of control 
satisfactory for larger warehouses to small 
field storerooms where total stocks or ag- 
gregate issues may be unimportant. Like- 
wise, in larger storerooms small items do 
not justify the procedures applicable to 
larger items 

Each application should be tested in 
the light of its economic contribution and 
it should be clearly recognized that rarely 
can a practicable application accomplish 
perfection 





THE CONTROLLER 


10 COMMANDMENTS OF THE ACCOUNTANT 


During the course of an address on ‘Ethics for the Ac- 
countant” before the Portland Control of the Controllers 
Institute of America, the following Ten Commandments 
of the Accountant were presented by Dr. Ralph L. Boyd, 
Associate Professor of Business Administration at Oregon 
State College: 

1. Thou shalt not prepare or certify false, misleading, 
or uninformative financial statements for business enter- 
prises. 

2. Thou shalt not allow financial statements to be is- 
sued in thy name unless thou art certain that their infor- 
mation has been properly verified and clearly presented. 

3. Thou shalt not have a personal ow nership interest in 
the business for whose financial position and financial prog- 
ress thou dost vouch. 

4. Thou shalt not engage in any other than accounting 
service if it shall tempt thee from loyalty to thy employer 
or client. 

5. Thou shalt not reveal any information about the af- 
fairs of thy client or employer which it is not necessary to 


disclose for the financial protection of the readers of thy 


accounting reports 

6. Thou shalt not accept financial remuneration from 
others because of thy recommendations to thy employer or 
to thy client. 

7. Thou shalt not seek financial reward in excess of the 
value of the services that thou mayst perform. 

8. Thou shalt not perform thy services for a remunera- 
tion the amount of which is to be determined by the in- 
fluence of thy financial statements upon the actions of oth- 
ers. 

9. Thou shalt not engage in unseemly conduct to in- 
fluence others to employ thy services. 

10. Thou shalt not act in any manner designed to fur- 
ther thy own financial interests without proper regard for 
the rights of thy fellow employes or fellow accountants. 
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N°* you can have your payroll records 
prepared at lower cost than is humanly 
possible by the most competent office staff 


That's because specially designed alphabetic 
and numeric machines now turn out repetitious 


payroll record work at a phenomenal rate 


Further, you are charged only for the time 
these ingenious machines are turning out your 


work 


You can rest assured that your payroll regis- 
ters and complicated payroll data will be com 
records are ac- 


pleted on time. You know the 


curate, too, because they are double-checked to 


bank standards 


LET US PROVE HOW YOU CAN 


LOWER PAYROLL 


PRODUCTION 


COSTS 


... by having payroll records 
prepared the modern, efficient way 





Why not find out how modern payroll serv 
ice can fit into your overall operations . .. £e- 
lieve you of many payroll problems and save 
money ? 


| Send for this 


FREE 


informative 


Presentine a 
Modern Payroll Sermce 


ee 
| me nee | 


bo 
er 
i brochure now! 
services: Let us tabulate 
inventories, 


Other tabulation 


your sales, orders, prices, 
vouchers, special reports and other statistics— 
just as we have been doing for many of 


America’s leading firms for half a century 


costs, 


Recording and Statistical Corporation 


CHICAGO + BOSTON + 


DETROIT - 


MONTREAL * TORONTO 


100 Sixth Avenue, New York 13, N. Y. 





FOTO-FLO 


DAYLIGHT 
OPERATION 
NO 
DARKROOM 
REQUIRED 


Write Dept. 50-71 
for descriptive folder 
showing what FOTO- 
FLO can do for you. 


HALOID 


Photocopy Papers * Photo-copying Mac 


A NEW, SPEEDIER, COST-CUTTING 
PHOTO-COPYING MACHINE 


Copies anything written, 
typed, printed, drawn or 
photographed in actual, 
reduced or enlarged sizes. 


MAKES UP TO FIVE 
18” x 24’ PRINTS 
A MINUTE 


For any business requiring a daily production 
of copies of charts, blueprints, payrolls, news 
articles, advertisements, contracts, correspond- 
ence, photos, etc., the new FOTO-FLO is ideal. 
It soon pays for itself in convenience, speed, 
economical operation. Through its automatic 
timer and print transport mechanism, FOTO- 
FLO insures uniform processing and sharp, 
legible prints. Manufacturers, banks, insurance 
companies, newspapers, department stores and 
government departments will find FOTO-FLO 
the answer to fast, low-cost photocopies. Our 
branch office experts will gladly survey your 
specific needs. 


THE HALOID COMPANY 
ROCHESTER 3, NEW YORK 
Branch Offices in Principal Cities 


hines * Photographic Papers 


Merit Pay Data Must Be 
Furnished to Union 


Full information regarding merit rat- 
ings of employes and pay raises based on 
the ratings must be furnished by the em- 
ployer to the labor union regardless of any 
provision in the contract with the union 
which gives the employer complete power 
to make merit ratings and grant raises 
without consulting the union. That was 
the substance of an NLRB ruling late in 
March which held the union was entitled 
to this information in order that it might 
effectively “‘police’’ the contract. 

The board held that the union had bar- 
gained away its right to be consulted in 
such cases when it signed a contract with 
a provision giving the employer the right 
to determine merit ratings and grant in- 
dividual increases based upon them. The 
ruling was in a case brought by Lodge No. 
1600 of the International Association of 
Machinists against the General Controls 
Co. of Glendale, California, which makes 
automatic pressure and control devices. 

Although the board held that the com- 
pany was permitted, under its contract, to 
refuse to consult the union before merit 
increases, it found the company guilty of 
failing to bargain collectively by refusing 
to give to the union “the name, classifica- 
tion, rate of pay and merit rating score of 
each employe” and full information about 
“individual periodic merit wage increases 
or decreases” including names of those re- 
ceiving them, the amounts received and the 
dates upon which the raises or decreases 
became effective. The company was or- 
dered to supply this information to the 
union upon request. 

The company had taken the position 
that such data would be given to the union 
only in individual cases in which griev- 
ances or complaints had been filed. 

‘All the information by the union,” said 
the opinion, “was necessary in order for 
the union effectively to police the existing 
contract, and in order for it intelligently 
to bargain with respect to future contracts. 
Without such information, the union 
would be seriously hampered. Under these 
circumstances, we have consistently held 
that withholding this type of information, 
when requested, constitutes a violation of 
the act (Taft-Hartley Act). The courts 
have approved this doctrine.” 

In August, 1946, the NLRB ruled in a 
case involving J. H. Allison & Co. of Chat- 
tanooga, Tennessee, that a union is enti- 
tled to information on individual merit 
increases given to employes in the bar- 
gaining unit it represents. The U. S. Court 
of Appeals for the Sixth Circuit sustained 
the ruling on January 26, 1948, and on 
October 11, 1948 the Supreme Court de- 
nied an appeal from the Circuit Court's de- 
cision. 
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Use the handy request coupon below 


Confidential 7E 

There are times when protection of rec- 
ords is needed when the information is in 
daily use on the desk of the worker 
such items as payroll, signatures, price 
and discount, credit, rate, tax and similar 
records. 

Herring-Hall-Marvin Safe Co., makers 
of rotary record files, now offer remov- 
able and key-locked covers for their small 
hand-operated desk-type models (in which 
standard card records are used without 
punching or special preparation). 

The new covers are small enough to be 
placed in a desk drawer when removed 
from the files. One turn of the key locks 
the cover securely in place to prevent un- 
authorized access to the records and also 
prevents rotation of the file. 

It is claimed that the new covers will 
enable users to house confidential records 
in the hand models as securely as in the 
large, electrically operated floor models of 
the rotary file. 


Mimeo Halftones 8E 

Employe bulletins, house organs and 
dealer help material with product pic- 
tures and trademarks, produced by the 
mimeographing process, can now be con- 
siderably enhanced by including the re- 
production of 65-85 screen halftones and 
Ben Day tones as well as the usual Jine 
drawings. 

“Stencil Pix,’’ manufactured photo- 
chemically removes the necessity for te- 
dious drawing or tracing of designs on 
the mimeo stencil. 

One merely pastes a ‘Stencil Pix’’ il- 
lustration into position on an ordinary 
mimeo stencil, types the copy around the 
illustration and is ready to print up to 


to receive more 


information 


15,000 sharp and clean impressions quickly 
and easily 

No art ability is required if promo 
tional work of a local nature is under 
taken by a dealer who receives a 
package” containing product and_ trade 
mark ‘Stencil Pix’’ and suggested copy 
themes. 

A price schedule sheet is available based 
on the design areas you wish to reproduce 
and samples of “Stencil Pix’ units. 


Service 


Carbon Sheet Mover 9E 


Those who have to prepare purchase or- 
ders, invoices, bills of lading, way-bills, 
premium notices and other written ap- 
plications involving the use of time- and 
work-saving continuous forms will be in 
terested in the automatic retraction of 
carbon paper feature of the new Under- 
wood All Electric Fanfold Writing Ma 
chine. 

A form measuring gauge, equipped 
with a clamp, grips and holds the top 
edge of a completed set of forms, while 
the carbon paper is automatically and 
electrically moved into the following set 
of forms. Either floating sheet carbon or 
roll carbon may be used 


Breakdown Slips 10E 


A patented method of breaking down 
any list of items by items—each item on 
a separate sheet of paper without re- 
writing has been developed by Ditto, Inc. 

It is done by running a set of overlap- 
ping strips called “Analyslips’ through a 
Ditto duplicating machine to pick up one 
item on each Analyslip. The slips are then 
torn apart and used as desired for in- 
ventory control, sales analysis, move tick- 
ets, catalog preparation, etc 
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One East Forty-second Street 
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I would like more information about 
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THe CONTROLLER 
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SITUATIONS WANTED 





ASSISTANT CONTROLLER-—familiar ac 
counting, auditing, taxes seeks assistant con 
trollership. B.B.A. degree-—accounting. Wide, 
practical experience in 
counting theory and procedures, budgeting, 
Experience covers com 


application of ac 


financial statements 
mercial businesses, philanthropic institutions 
hospitals. Age 30, single. Box 1030A 





USED EQUIPMENT—FOR SALE 





PRODUC-TROL BOARDS-—6 Double Face 
100 Line; 6 Single Face 50 Line. Like New 
Complete with hangers. Reasonable. Box § 101 





NOTE CONTROLLER reserves the right to ae 
ept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col 


umn nor does it guarantee any item bought or sold. 
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Handling 


Mark Your Calendar! 
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19TH ANNUAL MEETING SEPTEMBER 17-20 
Edgewater Beach Hotel, Chicago 


MID-YEAR CHECKUP ON FORECASTING 


Now that we are in mid-1950, it seems timely to reconsider two economic re- 
ports presented earlier this year before the Chattanooga and Pittsburgh Controls 
of the Controllers Institute. The speakers were Dr. L. B. Raisty, Senior Economist 


There's just one right quality of paper or 
card for each type of account or record. Be 


sure you’re making the right selections by 
free booklet shown here. 
Parsons Paper Company, 
includes a table 


sending for the 
Published by the 
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of the popular Parsons record-keeping papers 
r cards. 
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of the Federal Reserve Bank of Atlanta, and Benjamin H. Beckhart, Director of 
Research and Economic Consultant of the Chase National Bank, New York. 


Said Dr. Raisty: 

1950 will be another year of quasi- 
boom conditions. No serious revival of 
inflation or any severe return of reces- 
sion is indicated. I suggest that: 


“(1) Industrial production in 1950 
will range somewhere between the low 
of 1949 and the high of 1948, that is 
to say, the FRB index will range from 
162 to 195. For the first half of the 
year, the index should be well up in the 
higher range. 

(2) Prices on the whole should de- 
cline moderately. Reflecting higher la- 
bor costs, many manufactured items 
will probably be marked higher, but 
commodity prices, especially food items 
and imported raw materials, will range 
lower. 

‘(3) Increasing difficulty in utilizing 
the total labor force will be experienced 
Unemployment 
should range somewhere between 2.5 
million and 5.0 million. Even so, labor 
will be restive and labor stoppages will 
be an aggravation from time to time: 
such stoppages are the price we pay in 
an effort to maintain maximum employ- 
ment of resources 

(4) Competition will be in full 
force in 1950. There is nothing in the 
situation to indicate that consumers will 
opportunity to pick and 
choose the items they buy. There will 
be a further return to more normal buy- 
ing habits with wider responses to sea- 
sonal factors than have been expert- 
enced in recent years. 

(5) The national income should be 
somewhat in excess of the $210 billion 
mark for the year as a whole. In other 
national income for the year 


as the year develops 


not have 


words, 


should be somewhat higher than that of 


1949.” 


Said Mr. Beckhart: 

(1) Dollar volume of new construc- 
tion in 1950 probably equal to 1949. 
Total of approximately 19 billion dol- 
lars, decline in private construction to 
be offset by increase in public construc- 
tion. 

(2) Automobile demand to con- 
tinue strong during first and second 
quarters of 1950, with a probable de- 
cline in the demand for new passenger 
cars over the year as a whole of be- 
tween 10% and 20% from 1949 fig- 
ures. 

(3) Plant and equipment expendi- 
tures estimated to decline from 15% to 
20% 

(4) Business inventories to decline 
moderately during 1950. 

“(5) Farm income to decline about 
10° 

(6) Decrease in the excess of mer- 
chandise exports. A smaller amount of 
foreign aid, the devaluation of foreign 
currencies and larger imports will re- 
duce the net export balance. 

‘(7) Government purchases of goods 
and services (federal, state and local) 
will increase by about 5% 

“(8) Unemployment to increase to 5 
million by the end of the year but not 
considered to be too great a percent- 
age of the total civilian labor force of 
63.5 million. 
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The UNDERWOOD SUNDSTRAND 
Automatic Accounting Machine 


, YOU SAVE TIME 
Cntclec -** AND MONEY” 


Fast, easy operation plus automatic machine action... Here are just a few reasons why Underwood 
that’s why you'll save time with an Underwood Sund-  Syndstrand will speed-up your accounting work. 


strand Accounting Machine. ; ae 
it AUTOMATICALLY prints dates and descriptive 


This machine actually assumes the burden of work. symbols. 

Operators merely enter the figures on a simple,compact jg AUTOMATICALLY selects the charge or credit 
10-key keyboard. The machine instantly goes to work column. 

...it automatically computes and it automatically prints jit AUTOMATICALLY computes and prints balances. 

the accounting results you need. it AUTOMATICALLY provides che total of all 


And, you never saw a more versatile machine. You can postings. 


switch from Accounts Receivable to Accounts Payable i AUTOMATICALLY furnishes proof of accuracy. 
...or from Payroll to Stock Records, merely by chang- — Scores of Businesses, large and small, are switch- 
ing a single control plate ... just a matter of seconds. ing to Underwood Sundstrand for worthwhile 


THE UNDERWOOD SUNDSTRAND Savings. 
10-KEY KEYBOARD 
All keys are grouped under the finger 
tips of one hand . . . operation 1s so 
simple . . . your employees develop Underwood Corporation 
speed after a few minutes’ practice. One Park Avenue, New York 16, N. Y. 


C4-% 


Please send me new illustrated folder describing the time- 
and money-saving advantages of Underwood Sundstrand 


Underwood Corporation eens stn 


Accounting Machines . . . Adding Machines . . . Typewriters .. « Kame 
Carbon Paper . . . Ribbons Company 
One Park Avenue New York 16, N. Y. 
Underwood Limited, 135 Victoria St., Toronto 1, Canada 
Sales and Service Everywhere © 1950 City 


Street 





“So I descended 
from a man, hey?” 


This is one argument we prefer to duck. 
Family trees are too tough to figure . . . even on a Monroe. 
Things would be different if the gentlemen 
above were discussing an accounting problem, 
There, we could help. And how! 
We'd simply say, “Peace, lads. Stop the 
monkey business and get a Monroe. Because whatever 
your figuring or accounting problem, 
Monroe makes exactly the model to handle it. 
Faster, more efficiently, more economically.” 


Class dismissed! 


Monroe solves your figuring 
and accounting problems. ..a 
model to meet every need! 


Monroe CALCULATING Machine 


FULLY AUTOMATIC! For high speed, eco- 
nomical figuring. Simple and easy to 
operate, yet compact, desk size. And of 
course it has Monroe “Velvet Touch."’* 


Monroe ADDING Machine 


RHYTHM-ADD! Operators rave about the 
effortless speed of Rhythm-add, give 
credit to Monroe design, “Velvet Touch"* 
keyboard, and glareless cushion-top keys. 


Monroe ACCOUNTING Machine 


VERSATILE! A multi-purpose bookkeeper 
that handles several kinds of jobs. Like 
all Monroes, its “Velvet Touch"’* is one rea- 
son operators who know prefer Monroe. 


*VELVET TOUCH” originated in 1935 to de- 
scribe Monroe’s matchless ease of operation 


Every Monroe is sold only through 
Monroe-owned branches; serviced by 
Monroe’s factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N.J. 





